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FOREIGN CLAIMS SETTLEMENT COMMISSION 





TUESDAY, MARCH 22, 1955 


House OF REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFarrs, 
Washington, D.C. 

The committee convened in room G-—3, United States Capitol, at 
10:47 a.m., Hon. James P. Richards (chairman), presiding. 

Chairman Ricuarps. The committee will come to order. We have 
under consideration this morning the committee print in the form of 
a draft bill to amend the International Claims Settlement Act of 1949, 
as amended, and for other purposes. 

The draft bill embodies the text of a bill referred to the committee 
as a result of a communication sent to the Speaker on February 28, 
1955, by the Chairman of the Foreign Claims Settlement Commission 
of the United States. 

We have with us this morning Mr. Whitney Gillilland, Chairman 
of the Foreign Claims Settlement Commission, Mr. Henry Clay, 
Commissioner; Mr. McGuire, General Counsel; and 2 or 3 other gen- 
tlemen from the Commission. 

I would like to say before hearing from Mr. Gillilland or Mr. Clay 
that there have been bills previously introduced in the Congress deal- 
ing with one aspect of this bill. These bills were in each case submitted 
to a subcommittee of this committee. I think it is title TV. Some 
people believe that the four different titles of the bill should be 
separated. 

There is no bill which has been introduced. We are considering a 
committee print. 

(The text of the committee print is as follows :) 


[Committee print, March 18, 1955] 
[H. R. , 84th Cong., 1st sess.] 


A BILL To amend the International Claims Settlement Act of 1949, as amended, and for 
other purposes 





Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the International Claims Set- 
tlement Act of 1949, as amended, is further amended by inserting after section 
1 thereof the following: “TITLE I’. 

Sec. 2. The word “Act”, wherever it appears in title I in reference to the 
International Claims Settlement Act of 1949, is amended to read “title”. 

Sec. 3. The International Claims Settlement Act of 1949, as amended, is fur- 
ther amended by adding at the end thereof the following : 


“TITLE IT 


“CLAIMS AGAINST BULGARIA, HUNGARY, AND RUMANIA 


“Sec. 201. As used in this title the term— 

“(1) ‘Person’ means a natural person, partnership, association, other unin- 
corporated body, corporation, or body politic. 

“(2) “Treaties of peace’ means the treaties of peace with Bulgaria, Hungary, 
and Rumania, respectively, signed at Paris, France, February 10, 1947, which 
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came into force between each of those countries and the United States on Sep- 
tember 15, 1947. 

“(3) ‘Award’ means the amount of a valid claim as determined by the Com- 
mission. 

“(4) ‘United States’ when used in a geographical sense shall include the 
United States, its Territories and insular possessions, and the Canal Zone. 

“(5) ‘Nationals of the United States’ includes (A) persons who are citizens 
of the United States, and (B) persons who, though not citizens of the United 
States, owe permanent allegiance to the United States. It does not include aliens. 

“(6) ‘Commission’ means the Foreign Claims Settlement Commission of the 
United States, established pursuant to Reorganization Plan Numbered 1 of 1954 
(68 Stat. 1279). 

“Sec. 202. (a2) In accordance with article 25 of the treaty of peace with Bul- 
garia, article 29 of the treaty of peace with Hungary, and article 27 of the 
treaty of peace with Rumania, any property, rights, and interests which were 
blocked in accordance with Executive Order 8389 of April 10, 1940, as amended, 
and remain blocked on the effective date of this title, and which, as of September 
15, 1947, were owned directly or indirectly by Bulgaria, Hungary, and Rumania 
or by any national thereof as defined in such Executive order, shall vest in such 
officer or agency as the President may from time to time designate and shall 
vest when, as and upon such terms as the President, or his designee shall direct; 
and such property, rights, and interests shall be sold or otherwise liquidated as 
expeditiously as possible after vesting under such rules and regulations as the 
President or his designee may prescribe, and the net proceeds remaining upon 
completion of the administration and liquidation thereof, including the adjudi- 
eation of any suits or claims with respect thereto under sections 207 and 208 
hereof, shall be covered into the Treasury: Provided, That any such property, 
rights, and interests determined by the President or his designee to be owned 
directly by natural persons shall not be vested as aforesaid but shall remain 
blocked subject to release when, as and upon such terms as the President or his 
designee may prescribe: Provided further, That if, at any time within one year 
from the date of the vesting of any property, rights, or interests, as aforesaid, 
the President or his designee shall determine that they were directly owned at 
the date of vesting by a natural person, then the President or his designee shall 
divest such property, rights, or interests and restore them to their blocked status 
prior to vesting, subject to release when, as, and upon such terms as the President 
or his designee may prescribe, or if such property, rights, or interests have been 
liquidated, shall divest the net proceeds thereof and carry them in blocked 
accounts with the Treasury, bearing no interest, in the names of the owners 
thereof at the date of vesting, subject to release when, as, and upon such terms 
as the President or his designee may prescribe: And provided further, That the 
determination that any vested property, rights, or interests were not directly 
owned by natural persons at the date of vesting shall be within the sole discre- 
tion of the Presiaent or his designee and shall not be subject to review by any 
court. 

“(b) The net proceeds of any property, rights, and interests which were vested 
in or transferred to the Alien Property Custodian or the Attorney General after 
December 17, 1941, pursuant to the provisions of the Trading With the Enemy 
Act, as amended, and which at the date of vesting or transfer were owned directly 
or indirectly by Bulgaria, Hungary, or Rumania, or any national thereof, shall 
after completion of the administration, liquidation, and disposition of such prop- 
erty, rights, and interests pursuant to the provisions of the Trading With the 
Enemy Act, as amended, including the adjudication of any suits or claims with 
respect thereto under said Act, be covered into the Treasury, except that the 
net proceeds of any such property, rights, and interests which the President or 
his designee shall determine were directly owned by natural persons at the date 
of vesting shall be divested by the President or such officer or agency as he may 
designate and carried in blocked accounts with the Treasury, bearing no interest, 
in the names of the owners thereof at the date of vesting, subject to release when, 
as and upon such terms as the [resident or his designee may prescribe. The 
determination that any vested property, rights, or interests were not directly 
owned by natural persons at the date of vesting shall be within the sole discre- 
tion of the President or his designee and shall not be subject to review by any 
court. 

“(c) The President or his designee may require any person to furnish, in the 
form of reports or otherwise, complete information, including information with 
regard to past transactions, relative to any property, rights, or interests blocked 
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under Executive Order 8389 of April 10, 1940, as amended, or as may be other- 
wise necessary to enforce the provisions of this section; and the President or 
his designee may require of any person the production of any books of account, 
records, contracts, letters, memoranda, or other papers relative to such property, 
rights, or interests or as may be otherwise necessary to enforce the provisions of 
this section. 

“Sec. 203. Whenever shares of stock or other beneficial interest in any corpo- 
ration, association, or company or trust are vested in any officer or agency desig- 
nated by the President under this title, it shall be the duty of the corporation, 
association, or company or trustee or trustees issuing such shares or any certifi- 
cates or other instruments representing the same or any other beneficial interest 
to cancel such shares of stock or other beneficial interest upon its, his, or their 
books and in lieu thereof to issue certificates or other instruments for such shares 
or other beneficial interest to the designee of the President, or otherwise as such 
designee shall require. 

“Sec. 204. Any vesting order, or other order or requirement issued pursuant to 
this title, or a duly certified copy thereof, may be filed, registered, or recorded in 
any office for the filing, registering, or recording of conveyances, transfers, or 
assignments of such property, rights, or interests as may be covered by such 
vesting order, or other order or requirements; and if so filed, registered, or re- 
corded shall impart the same notice and have the same force and effect as ¢ 
duly executed conveyance, transfer, or assignment so filed, registered, or recorded. 

“Sec. 205. Any payment, conveyance, transfer, assignment, or delivery of 
property, rights, or interests made by any person pursuant to the provisions of 
this title or of any rule, regulation, instruction, or direction issued hereunder 
by the President or such officer or agency as he may from time to time designate 
shall to the extent thereof be a full acquittance and discharge for all purposes 
of the obligation of the person making the same; and no person shall be held 
liable in any court for or in respect of anything done or omitted in good faith 
in connection with the administration of, or in pursuance of and in reliance on, 
this title, or any rule, regulation, instruction, or direction issued hereunder. 

“Sec. 206. The district courts of the United States are given jurisdiction to 
make and enter all such rules as to notice and otherwise, and all such orders and 
decrees, and to issue such process as may be necessary and proper in the premises 
to enforce the provisions of this title, with a right of appeal from the final order 
or decree of such court as provided in sections 1252, 1254, 1291, and 1292 of 
title 28, United States Code. 

“Sec. 207. (a) Any person who has not filed a notice of claim under the pro- 
visions of subsection (b) of this section may institute a suit in equity for the 
return of any property, right, or interest, or the net proceeds thereof, vested in a 
designee of the President pursuant to the provisions of section 202 (a) hereof 
and held by such designee. Such suit, to which said designee shall be made a 
party defendant, shall be instituted in the District Court of the United States for 
the District of Columbia or in the district court of the United States for the 
district in which the claimant resides, or, if a corporation, where it has its prin- 
cipal place of business, by the filing of a complaint which alleges— 

“(1) that the claimant is a person other than Bulgaria, Hungary, or 
Rumania, or a national thereof as defined in Executive Order 8389 of April 
10, 1940, as amended ; and 
“(2) that the claimant was the owner of such property, right, or interest 
immediately prior to its vesting, or is the successor in interest of such 
owner by inheritance, devise, or bequest. 
If the court finds in favor of the claimant, it shall order the payment, con- 
veyance, transfer, assignment, or delivery to said claimant of such property, 
right, or interest, or the net proceeds thereof, held by said designee or the por- 
tion thereof to which the court shall determine said claimant is entitled. If suit 
shall be so instituted, then such property, right, or interest or, if liquidated, the 
net proceeds thereof, shall be retained in the custody of said designee until any 
final judgment or decree which shall be entered in favor of the claimant shall be 
fully satisfied, or until final judgment or decree shall be entered against the 
claimant or suit otherwise terminated. 

“(b) Any person who has not instituted a suit under the provisions of sub- 
section (a) of this section may file a notice of claim under oath for the return 
of any property, right, or interest, or the net proceeds thereof, vested in a designee 
of the President pursuant to the provisions of section 202 (a) hereof and held 
by such designee. Such notice of claim shall be filed with said designee and 
in such form and containing such particulars as said designee shall require. 
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Said designee may return any property, right, or interest so claimed, or the net 
proceeds thereof, whenever he shall determine— 

“(1) that the claimant is a person other than Bulgaria, Hungary, or 
Rumania, or a national thereof as defined in Executive Order 8389 of April 
10, 1940. as amended ; and 

“(2) that the claimant was the owner of such property, right, or interest 
immediately prior to its vesting, or is the successor in interest of such owner 
by inheritance, devise, or bequest. ' 

Any person whose claim is finally denied in whole or in part by said designee 
may obtain review of such denial by filing a petition therefor in the United States 
Court of Appeals for the District of Columbia Circuit. Such petition for re- 
view must be filed within sixty days after the date of mailing of the final order 
of denial by said designee and a copy must be served on the said designee. 
Within forty-five days after service of such petition for review, or within such 
further time as the court may grant for good cause shown, said designee shall 
file an answer thereto, and shall certify and file with the court a transcript of 
the entire record of the proceedings with respect to such claim. The court 
may enter judgment affirming the order of the designee; or, upon finding that 
such order is not in accordance with law or that any material findings upon which 
such order is based are unsupported by substantial evidence, may enter judg- 
ment modifying or setting aside the order in whole or in part, and (1) directing 
a return of all or part of the property claimed, or (2) remanding the claim 
for further administrative proceedings thereon. If a notice of claim shall be 
filed as aforesaid, then the property, right, or interest which is the subject of 
such claim, or, if liquidated, the net proceeds thereof, shall be retained in the 
custody of said designee until any final order of said designee or any final judg- 
ment or decree which shall be entered in favor of the claimant shall be fully 
satisfied, or until a final order of said designee or a final judgment or decree 
shall be entered against the claimant, or the claim or suit otherwise terminated. 

“(c) The sole relief and remedy of any person having any claim to any prop- 
erty, rights, or interests vested pursuant to the provisions of section 202 (a) shall 
be that provided by the terms of subsection (a) or (b) of this section, and in the 
event of the liquidation by sale or otherwise of such property, rights, or interests, 
shall be limited to and enforced against the net proceeds received therefrom and 
held by the designee of the President: Provided, That nothing contained in this 
section shall authorize a court or the designee of the President to order the return 
of any property, rights, or interests vested under section 202 (a) hereof, or the 
net proceeds thereof, or the return of a portion of such property, rights, interests, 
or net proceeds to a person whose claim is based on his ownership of shares of 
stock or other beneficial interest in a corporation which was the owner of such 
property, rights, or interests immediately prior to the vesting thereof. 

“(d) The designee of the President may retain or recover from any property, 
rights, or interests, or the net proceeds thereof, returned pursuant to the pro- 
visions of subsection (a) or (b) of this section an amount not exceeding that 
expended or incurred by him for the conservation, preservation, or maintenance 
of such property, rights, interests, or proceeds. 

“Sec. 208. (a) Any property, right, or interest vested in the designee of the 
President pursuant to the provisions of section 202 (a), or the net proceeds 
thereof, shall be equitably applied by such designee in accordance with the pro- 
visions of this section to the payment of debts owed by the person who owned 
such property, right, or interest immediately prior to its vesting in such designee. 
No debt claim shall be allowed under this section— 

“(1) if it is asserted against Bulgaria, Hungary, or Rumania (including 
the government or any political subdivisions, agencies, or instrumentalities 
thereof) ; or 

(2) if it is based upon an obligation expressed or payab!e in any currency 
other than the currency of the United States; or 

“(3) if it was not due and owing— 

“(A) on October 9, 1940, in the event the property, right, or interest in 
respect of which such debt claim is filed was owned immediately prior 
to vesting by a national of Rumania; 

“(B) on March 4, 1941, in the event the property, right, or interest in 
respect of which such debt claim is filed was owned immediately prior 
to vesting by a national of Bulgaria; or 

*“(C) on March 13, 1941, in the event that the property, right, or interest 
in respect of which such debt claim is filed was owned immediately 
prior to vesting by a national of Hungary. 
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Any defense to the payment of such claim which would have been available 
to the debtor shall be available to the designee, except that the period from 
and after December 7, 1941, shall not be included for the purpose of deter- 
mining the applicability of any statute of limitations. Debt claims allow- 
able hereunder shall include only those of natural persons who were citizens 
of the United States at the dates their debtors became obligated to them; 
those of other natural persons who are and have been continuously since 
December 7, 1941, residents of the United States; those of corporations or- 
ganized under the laws of the United States or any State, Territory, or 
possession thereof, or the District of Columbia; and those acquired by the 
designee of the President under this title. Successors in interest by inheri- 
tance, devise, bequest, or operation of law of debt claimants, other than 
persons who would themselves be disqualified hereunder from allowance of a 
debt claim, shall be eligible for payment to the same extent as their 
principals or predecessors would have been. 

“(b) The designee of the President under this title shall fix a date or dates 
after which the filing of debt claims in respect of any or all debtors shall be 
barred, and may extend the time so fixed, and shall give at least sixty days’ 
notice thereof by publication in the Federal Register. In no event shall the 
time extend beyond the expiration of one year from the date of the last vesting 
in or transfer to the designee of the President of any property, right, or interest 
of a debtor in respect to whose debts the date is fixed. No debt shall be paid 
prior to the expiration of one hundred and twenty days after publication of the 
first such notice in respect of the debtor, nor in any event shall any payment 
of a debt claim be made out of any property or interest or proceeds in respect 
of which a suit or proceeding for return pursuant to this title is pending. 

“(c) The designee shall examine the claims, and such evidence in respect 
thereof as may be presented to him or as he may introduce into the record, and 
shall make a determination, with respect to each claim, of allowance or dis- 
allowance, in whole or in part. The determination of the designee that a claim 
is within either paragraph (1) or (2) of subsection (a) of this section shall 
be final and shall not be subject to judicial review, and such claim shall not 
be considered a debt claim for any purpose under this section. 

“(d) Payment of debt claims shall be made only out of such money included 
in, or received as net proceeds from the sale, use, or other disposition of, any 
property, right, or interest owned by the debtor immediately prior to its vest- 
ing in or transfer to the designee of the President, as shall remain after deduc- 
tion of (1) the amount of the expenses of the designee (including both expenses 
in connection with such property, right, or interest or proceeds thereof, and 
such portion as the designee shall fix of his other expenses), and of taxes, as 
defined in section 212 hereof, paid by the designee in respect of such property, 
right or interest or proceeds; and (2) such amount, if any, as the designee may 
establish as a cash reserve for the future payment of such expenses and taxes. 
If the money available hereunder for the payment of debt claims against the 
debtor is insufficient for the satisfaction of all claims allowed by the designee, 
ratable payments shall be made in accordance with subsection (g) hereof to the 
extent permitted by the money available and additional payments shall be made 
whenever the designee shall determine that substantial further money has 
become available, through liquidation of any such property, right, or interest or 
otherwise. The designee shall not be required, through any judgment of any 
court, levy of execution, or otherwise to sell or liquidate any property, right, or 
interest vested in or transferred to him, for the purpose of paying or satisfying 
any debt claim. 

“(e) If the aggregate of debt claims filed as prescribed does not exceed the 
money from which, in accordance with subsection (d) hereof, payment may be 
made, the designee shall pay each claim to the extent allowed, and shall serve 
by registered mail, on each claimant whose claim is disallowed in whole or in 
part, a notice of such disallowance. Within sixty days after the date of mailing 
of the designee’s determination, any debt claimant whose claim has been dis- 
allowed in whole or in part may file in the District Court of the United States 
for the District of Columbia a complaint for review of such disallowance naming 
the designee as defendant. Such complaint shall be served on the designee. 
The designee, within forty-five days after service on him, shall certify and file 
in said court a transcript of the record of proceedings with respect to the claim 
in question. Upon good cause shown such time may be extended by the court. 
Such record shall include the claim as filed, such evidence with respect thereto 
as may have been presented to the designee or introduced into the record by him, 
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and the determination of the designee with respect thereto, including any findings 
made by him. The court may, in its discretion, take additional evidence, upon 
a showing that such evidence was offered to and excluded by the designee, or 
could not reasonably have been adduced before him or was not available to him. 
The court shall enter judgment affirming, modifying, or reversing the designee's 
determination, and directing payment in the amount, if any, which it finds due. 

“(f) If the aggregate of debt claims filed as prescribed exceeds the money 
from which, in accordance with subsection (d) hereof, payment may be made, 
the designee shall prepare and serve by registered mail on all claimants a sched- 
wie of ail aebt claims allowed and the proposed payment to each claimant. In 
preparing such schedule, the designee shall assign priorities in accordance with 
the provisions of subsection (g) hereof. Within sixty days after the date of 
mailing of such schedule, any claimant considering himself aggrieved may file in 
the District Court of the United States for the District of Columbia a complaint 
for review of such schedule, naming the designee as defendant. A copy of such 
complaint shall be served upon the designee and on each claimant named in the 
schedule. The designee, within forty-five days after service on him, shall certify 
and file in said court a transcript of the record of proceedings with respect to 
such schedule. Upon good cause shown such time may be extended by the court. 
Such record shall include the claims in question as filed, such evidence with 
respect thereto as may have been presented to the designee or introduced into 
the record by him, any findings or other determinations made by the designee 
with respect thereto, and the schedule prepared by the designee. The court 
may, in its discretion, take additional evidence, upon a showing that such evi- 
dence was offered to and excluded by the designee or could not reasonably have 
been adduced before him or was not available to him. Any interested debt 
claimant who has filed a claim with the designee pursuant to this section, upon 
timely application to the court, shall be permitted to intervene in such review 
proceedings. The court shall enter judgment affirming or modifying the schedule 
as prepared by the designee and directing payment, if any be found due, pursuant 
to the schedule as affirmed or modified and to the extent of the money from which, 
in accordance with subsection (d) hereof, payment may be made. Pending the 
decision of the court on such complaint for review, and pending final determina- 
tion of any appeal from such decision, payment may be made only to an extent, 
if any, consistent with the contentions of all claimants for review. 

“(g) Debt claims shall be paid in the following order of priority: (1) Wage 
and salary claims, not to exceed $600; (2) claims entitled to priority under sec- 
tions 1!)1 and 193 of title 31 of the United States Code, except as provided in sub- 
section (h) hereof; (3) all other claims for services rendered, for expenses 
incurred in connection with such services, for rent, for goods and materials 
delivered to the debtor, and for payments made to the debtor for goods or services 
not received by the claimant; (4) all other debt claims. No payment shall be 
made to claimants within a subordinate class unless the money from which, in 
accordance with subsection (d) hereof, payment may be made permits payment 
in full of all allowed claims in every prior class. 

“(h) No debt of any kind shall be entitled to priority under any law of the 
United States or any State, Territory, or possession thereof, or the District of 
Columbia, solely by reason of becoming a debt due or owing to the United States 
as a result of its acquisition by the designee of the President under this title. 

“(i) The sole relief and remedy available to any person seeking satisfaction 
of a debt claim out of any property, right, or interest which shall have been 
vested in the designee under this title, or the proceeds thereof, shall be the relief 
and remedy provided in this section, and suits for the satisfaction of debt claims 
shall not be instituted, prosecuted, or further maintained except in conformity 
with this section: Provided, That no person asserting any interest, right, or 
title in any property, right or interest or proceeds acquired by the designee 
shall be barred from proceeding pursuant to this title for the return thereof, 
by reason of any proceeding which he may have brought pursuant to this section; 
nor shall any security interest asserted by the creditor in any such property, 
right, or interest or proceeds be deemed to have been waived solely by reason 
of such proceeding. Nothing contained in this section shall bar any person from 
the prosecution of any suit at law or in equity against the original debtor or 
against any other person who may be liable for the payment of any debt for 
which a claim might have been filed hereunder. No purchaser, lessee, licensee, 
or other transferee of any property, right, or interest from the designee shall, 
solely by reason of such purchase, lease, license, or transfer, become liable for 
the payment of any debt owed by the person who owned such property, right, or 
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interest prior to its vesting in the designee. Payment by the designee to any 
debt claimant shall constitute, to the extent of payment, a discharge of the 
indebtedness represented by the claim. 

“Sec. 209. The officer or agency designated by the President under this title 
to entertain claims under section 207 (b) and section 208 hereof shall have power 
to hold such hearings as may be deemed necessary; to prescribe rules and 
regulations governing the form and contents of claims, the proof thereof, and 
all other matters related to proceedings on such claims; and in connection with 
such proceedings to issue subpenas, administer oaths, and examine witnesses. 
Such powers, and any other powers conferred upon such officer or agency by 
section 207 (b) and section 208 may be exercised through subordinate officers 
designated by such officer or agency. 

“Sec. 210. No suit may be instituted pursuant to the provisions of section 
207 (a) after the expiration of one year from the date of vesting of the property, 
rights, or interests in respect of which relief is sought. No return may be made 
pursuant to the provisions of section 207 (b) unless notice of claim has been 
filed within one year from the date of vesting of the property, rights, or interests 
in respect of which the claim is filed. 

“Sec. 211. No property, rights, interests, or proceeds shall be returned under 
this title, nor shall any payment be made or judgment awarded in respect of 
any property, rights, or interest vested in any officer or agency designated by 
the President under this title unless satisfactory evidence is furnished to said 
designee, or the court, as the case may be, that the aggregate of the fees to be 
paid to all agents, attorneys at law or in fact, or representatives, for services 
rendered in connection with such return or payment or judgment does not exceed 
10 per centum of the value of such property, rights, interests, or proceeds or 
of such payment. Any agent, attorney at law or in fact, or representative, 
believing that the aggregate of the fees should be in excess of such 10 per centum 
may, in the case of any return of, or the making of any payment in respect of, 
such property, rights, interests, or proceeds by the President or such officer or 
agency as he may designate, petition the district court of the United States for 
the district in which he resides for an order authorizing fees in excess of 10 
per centum and shall name such officer or agency as respondent. The court 
hearing such petition or a court awarding any judgment in respect of any such 
property, rights, interests, or proceeds, as the case may be, shall approve an 
aggregate of fees in excess of 10 per centum of the value of such property, rights, 
interests, or proceeds only upon a finding that there exist special circumstances 
of unusual hardship which require the payment of such excess. Any person 
accepting any fee in excess of an amount approved hereunder, or retaining for 
more than thirty days any portion of a fee, accepted prior to approval hereunder, 
in excess of the fee as approved, shall be guilty of a violation of this title. 

“Sec. 212. (a) The vesting in any officer or agency designated by the President 
under this title of any property, rights, or interests or the receipt by such designee 
of any earnings, increment, or proceeds thereof shall not render inapplicable any 
Federal, S:ate, Territorial, or local tax for any period prior or subsequent to the 
date of such vesting. 

“(b) The officer or agency designated by the President under this title shall, 
notwithstanding the filing of any claim or the institution of any suit under this 
title, pay any tax incident to any such property, rights, or interests, or the earn- 
ings, increment, or proceeds thereof, at the earliest time appearing to him to be 
not contrary to the interest of the United States. The former owner shall not 
be liable for any such tax accruing while such property, rights, interests, earn- 
ings, increment, or proceeds are held by such designee, unless they are returned 
pursuant to this title without payment of such tax by the designee. Every such 
tax shall be paid by the designee to the same extent, as nearly as may be deemed 
practicable, as though the property, rights, or interests had not been vested, and 
shall be paid only out of the property, rights, or interests, or earnings, increment, 
or proceeds thereof, to which they are incident or out of other property, rights, 
or interests acquired from the same former owner, or earnings, increment, or 
proceeds thereof. No tax liability may be enforced from any property, rights, 
or interests or the earnings, increment, or proceeds thereof while held by the 
designee except with his consent. Where any property, rights, or interests are 
transferred, otherwise than pursuant to section 207 (a) or 207 (b) hereof, the 
designee may transfer the property, rights, or interests free and clear of any 
tax, except to the extent of any lien for a tax existing and perfected at the date 
of vesting, and the proceeds of such transfer shall, for tax purposes, replace the 
property, rights, or interests in the hands of the desigree. 
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“(ce) Subject to the provisions of subsection (b) of this section, the manner 
of computing any Federal taxes, including without limitation by reason of this 
enumeration, the applicability in such computation of credits, deductions, and 
exemptions to which the former owner is or would be entitled, and the time and 
manner of any payment of such taxes and the extent of any compliance by the 
designee with provisions of Federal law and regulations applicable with respect 
to Federal taxes, shall be in accordance with regulations prescribed by the Com- 
missioner of Internal Revenue with the approval of the Secretary of the Treasury 
to effectuate this section. Statutes of limitations on assessments, collection, re- 
fund, or credit of Federal taxes shall be suspended with respect to any vested 
property, rights, or interests, or the earnings, increment, or proceeds thereof, 
while vested and for six months thereafter; but no interest shall be paid upon 
any refund with respect to any period during which the statute of limitations is 
so suspended. 

“(d) The word ‘tax’ as used in this section shall include, without limitation by 
reason of this enumeration, any property, income, excess-profits, war-profits, 
excise, estate, and employment tax, import duty, and special assessment ; and also 
any interest, penalty, additional amount, or addition thereto not arising from 
any act, omission, neglect, failure, or delay on the part of the designee. 

“(e) Any tax exemption accorded to the designee by specific provisions of 
existing law shall not be affected by this section. 

“Seco. 213. Prior to covering the net proceeds of liquidation of any property, 
right, or interest into the Treasury pursuant to the provisions of section 202 (a), 
the designee of the President under this title shall determine— 

“(a) the amount of his administrative expenses attributable to the per- 
formance of his functions under this title with respect to such property, 
right, or interest, and the proceeds thereof. The amount so determined, 
together with an amount not exceeding that expended or incurred for the 
conservation, preservation, or maintenance of such property, right, or in- 
terest, and the proceeds thereof, and for taxes in respect of same, shall be 
deducted and retained by the designee from the proceeds otherwise covered 
into the Treasury ; and 

“(b) that the time for the institution of a suit under section 207 (a), 
for the filing of a notice of claim under section 207 (b), and for the filing of 
debt claims under section 208 has elapsed. 

The determinations of the designee under this section shall be final and conclusive. 

“Sec. 214. No property, right, or interest conveyed, transferred, assigned, de- 
livered, or paid to the designee of the President under this title, or the net 
proceeds thereof, shall be liable to lien, attachment, garnishment, trustee proc- 
ess, or execution, or subject to any order or decree of any court, except as pro- 
vided in this title. 

“Sec. 215. Whoever shall willfully violate any provision of this title or any 
rule or regulation issued hereunder, and whoever shall willfully violate, neglect, 
or refuse to comply with any order of the President or of a designee of the Presi- 
dent under this title, issued in compliance with the provisions of this title shall, 
upon conviction, be fined not more than $5,000, or, if a natural person, im- 
prisoned for not more than five years, or both; and the officer, director, or agent 
of any corporation who knowingly participates in such violation shall be pun- 
ished by a like fine, imprisonment, or both. 

“Sec. 216. (a) There are hereby created in the Treasury of the United States 
three funds to be known as (1) the Bulgarian Claims Fund, (2) the Hungarian 
Claims Fund, and (3) the Rumanian Claims Fund. The Secretary of the Treas- 
ury is authorized and directed to cover into each of the above funds, the funds 
attributable to the respective country or its nationals covered into the Treasury 
pursuant to section 202 (a) and section 202 (b) of this title. 

“(b) There shall be deducted from each of the funds established pursuant to 
subsection (a) of this section 5 per centum thereof as reimbursement to the 
Government of the United States for the expenses incurred by the Commission 
and by the Treasury Department in the administration of this title. All amounts 
so deducted shall be covered into the Treasury to the credit of miscellaneous 
receipts. 

“Sec. 217. The Commission is hereby authorized and directed to receive and 
determine in accordance with applicable substantive law, including interna- 
tional law, the validity and amounts of claims of nationals of the United States 


against the Governments of Bulgaria, Hungary, and Rumania, or any of them, 
arising out of the failure to— 
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“(1) restore, or pay compensation for, property, rights, and interests of 
, nationals of the United States as required by article 23 of the treaty of 
peace with Bulgaria, articles 26 and 27 of the treaty of peace with Hungary, 
| and articles 24 and 25 of the treaty of peace with Rumania. Awards entered 
9 pursuant to this subsection shall be in amounts not to exceed two-thirds of 
, the loss or damage actually sustained ; 

“(2) pay effective compensation for the nationalization, compulsory 
liquidation, or other taking, prior to the effective date of this Act, of prop- 
erty, rights, and interests of nationals of the United States in Bulgaria, Hun- 
gary, and Rumania; and 

“(3) meet obligations arising out of contracts which existed on, or out of 
other rights which were acquired by nationals of the United States prior 
to April 24, 1941, in the case of Bulgaria, and on or prior to September 1, 
1939, in the case of Hungary and Rumania, and which became payable prior 
to September 15, 1947. 

| “Sec. 218. Within sixty days after the enactment of this title, or within sixty 
: days after the enactment of legislation making appropriations to the Commis- 
| sion for payment of administrative expenses incurred in carrying out its func- 
tions under this title, whichever date is later, the Commission shall give public 
: notice by publication in the Federal Register of the time when and the limit of 
time within which claims may be filed, which limit shall not be more than one 
year after such publication. 

“Sec. 219. The amount of any award based on a claim of a national of the 
United States other than the national of the United States to whom the claim 
originally accrued shall not exceed the amount of the actual consideration last 
paid therefor prior to January 1, 1953. 

“Sec. 220. The Commission shall as soon as possible, and in the order of the 
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making of such awards, certify to the Secretary of the Treasury, in terms of 
United States currency, each award made pursuant to section 217. 
“Sec. 221. All payments authorized under section 222 of this title shall be dis- 


bursed exclusively from the claims fund attributable to the country against which 
the claims are allowed pursuant to section 217 of this title and all amounts cov- 
ered into the Treasury to the credit of such funds are hereby permanently appro- 
: priated for the making of the payments authorized under section 222 of this title. 

“Sec. 222. (a) The Secretary of the Treasury is authorized and directed, out 
of the sums covered into the funds created pursuant to section 216 (a) of this 
. title, after making the deduction provided for in section 216 (b) of this title, 
: : to make payments on account of awards certified by the Commission pursuant 
. to this title as follows: 

. “(1) Payment in full of the principal amount of awards of $1,000 or less; 

“(2) Payment in the amount of $1,000 on account of the principal of each 

y . award of more than $1,000 in amount ; 

% “(3) After completing the payments under clauses (1) and (2) of this sub- 

. section, payments from time to time, in ratable proportions, on account of the 
then unpaid principal of all awards in the principal amount of more than $1,000, 
according to the proportions which the unpaid principal of such awards bear to 

the total amount in the fund available for distribution on account of such awards 

| at the time such payments are made; 

“(4) After payment has been made in full of the principal amounts of all such 
awards, pro rata payments from the fund so available for distribution on ac- 
count of accrued interest on such awards as bear interest. 

“(b) Such payments, and applications for such payments, shall be made in 
accordance with such regulations as the Secretary of the Treasury shall pre- 
scribe. 

“(c) For the purposes of making any such payments, an ‘award’ shall be 
deemed to mean the aggregate of all awards certified in favor of the same claim- 
ant and payable from the same fund. 

“(d) With respect to any claim which, at the time of the award, is vested in 
persons other than the person to whom the claim originally accrued, the Com- 
mission may issue a consolidated award in favor of all claimants then entitled 
thereto, which award shall indicate the respective interests of such claimants 
therein; and all such claimants shall participate, in proportion to their indicated 
interests, in the payments provided by this section in all respects as if the award 
had been in favor of a single person. 

“(e) If, with respect to any award certified, the Secretary of the Treasury 
deems it necessary or desirable to defer any payment on account thereof, he is 
authorized to defer such payment upon the creation of an adequate reserve there- 
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for; and thereupon payments may be made on account of ull other awards as 
above provided, in all respects as if such deferred payment had been made. 

“Sec. 228. Payment of any award pursuant to this title shall not, unless such 
payment is for the full amount of the claim, as determined by the Commission to 
be valid, with respect to which the award is made, extinguish such claim, or be 
construed to have divested any claimant, or the United States on his behalf, of 
any rights against the appropriate foreign government for the unpaid balance of 
his claim. 

“Sec. 224. The action of the Commission in allowing or denying any claim 
under this title shall be final and conclusive on all questions of law and fact and 
not subject to review by any other official of the United States or by any court by 
mandamus or otherwise, and the Comptroller General is authorized and directed 
to allow credit in the accounts of any certifying or disbursing officer for payments 
in accordance with such action. 

“Sec. 225. There is hereby authorized to be appropriated such sums as may be 
necessary to enable the Commission and the Treasury Department to pay their 
administrative expenses incurred in carrying out their functions under this title. 

“Sec. 226. The Commission shall complete its affairs in connection with the 
settlement of claims pursuant to this title not later than four years following the 
enactment of this title, or following the enactment of legislaion making appropri- 
ations to the Commission for the payment of administrative expenses incurred in 
carrying out its functions under this title, whichever date is later: Provided, 
That nothing in this provision shall be construed to limit the life of the Com- 
mission, or its authority to act with respect to other categories of claims which 
may be effected under the provisions of this legislation. 

“Sec. 227. No remuneration on account of services rendered on behalf of any 
claimant in connection with any claim filed with the Commission under this title 
shall exceed 10 per centum of the amount for which an award is certified under 
the provisions of this title on account of such claim. Any agreement to the con- 
trary shall be unlawful and void. Whoever, in the United States or elsewhere, 
demands or receives, on account of services so rendered, any remuneration in 
excess of the maximum permitted by this section, shall be guilty of a mis- 
demeanor, and, upon conviction thereof, shall be fined not more than $5,000 or 
imprisoned not more than twelve months, or both. 

“Sec. 228. To the extent that they are not inconsistent with any provision of 
this title, the following provisions of title I shall be applicable to this title: 
Subsections (b), (c), (d), (e), (h), and (j) of section 4; and subsections (c), 
(d), (e), and (f) of section 7. 

“TITLE III 


“CLAIMS AGAINST ITALY 


“Sec. 301. As used in this title the term or terms— 

“(1) ‘Person’, ‘United States’, and ‘nationals of the United States’ shall 
have the meaning given them by subsections (a), (b), and (c), respectively, of 
section 2 of title I. 

“(2) ‘Treaty of peace’ means the treaty of peace with Italy, signed at Paris, 
France, February 10, 1947, which came into force between Italy and the United 
States on September 15, 1947. 

“(3) ‘Memorandum of Understanding’ means the Memorandum of Under- 
standing between the United States and Italy regarding Italien assets in the 
United States and certain claims of nationals of the United States, signed at 
Washington, District of Columbia, August 14, 1947 (61 Stat. 3962). 

“(4) ‘Commission’ means the Foreign Claims Settlement Commission of the 
United States, established pursuant to Reorganization Plan Numbered 1 of 1954 
(68 Stat. 1279). 

“(5) ‘The war’ means the war in which Italy was engaged from June 10, 
1940, to September 15, 1947. 

“Src. 302. (a) There is hereby created in the Treasury of the United States 
a fund to be known as the Italian Claims Fund. The Secretary of the Treasury 
is authorized and directed to cover into the Italian Claims Fund the sum of 

5,000,000 paid to the United States by the Government of Italy pursuant to the 
provisions of article IIT of the Memorandum of Understanding. 

“(b) There shall be deducted from the Italian Claims Fund 5 per centum 
thereof as reimbursement to the Government of the United States for the ex- 
penses incurred by the Commission and the Treasury Department in the admin- 
istration of this title. All amounts so deducted shall be covered into the Treasury 
to the credit of miscellaneous receipts, 
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“Sec. 303. The Commission is hereby authorized and directed to receive and 
determine, in accordance with the Memorandum of Understanding and applica- 
ble substantive law, including international law, the validity and amounts of 
claims of nationals of the United States against the Government of Italy arising 
out of the war and with respect to which provision was not made in the treaty 
of peace with Italy. 

“Sec. 304. Within sixty days after the enactment of this title, or within 
sixty days after the enactment of legislation making appropriations to the Com- 
mission for payment of administrative expenses incurred in carrying out its 
functions under this title, whichever date is later, the Commission shall give 
public notice by publication in the Federal Register of the time when and the 
limit of time within which claims may be filed, which limit shall not be more than 
one year after such publication. 

“Sec. 305. The amount of any award based on a claim of a national of the 
United States other than the national of the United States to whom the claim 
originally accrued shall not exceed the amount of the actual consideration last 
paid therefor prior to January 1, 1953. 

“Sec. 306. The Commission shall as soon as possible, and in the order of the 
making of such awards, certify to the Secretary of the Treasury in terms of 
United States currency, each award made pursuant to section 303. 

“Sec. 307. All payments authorized under section 308 of this title shall be 
disbursed exclusively from the Italian Claims Fund and all amounts covered 
into the Treasury to the credit of the aforesaid fund are hereby permanently 
appropriated for the making of the payments authorized under section 308 of 
this title. 

“Sec. 308. (a) The Secretary of the Treasury is authorized and directed, out 
of the sums covered into the fund created pursuant to section 302 (a) of this 
title, after making the deduction provided for in section 302 (b) of this 
title, to make payments on account of awards certified by the Commission pur- 
suant to this title, as follows: 

“(1) Payment in full of the principal amount of awards of $1,000 or less; 

“(2) Payment in the amount of $1,000 on account of the principal of each 
award of more than $1,000 in amount ; 

“(3) After completing the payments prescribed by paragraphs (1) and (2) 
of this subsection, payments from time to time, in ratable proportions, on account 
of the then unpaid principal of all awards in the principal amount of more than 
$1,000, according to the proportions which the unpaid principal of such awards 
bear to the total amount in the fund availabie for distribution on account of 
such awards at the time such payments are made; 

“(4) After payment has been made in full of the principal amounts of all 
such awards, pro rata payments from the fund so available for distribution on 
account of accrued interest on such awards as bear interest. 

“(b) Such payments, and applications for such payments, shall be made in 
accordance with such regulations as the Secretary of the Treasury shall pre- 
scribe. 

“(c) For the purposes of making any such payments, an ‘award’ shall be 
deemed to mean the aggregate of all awards certified in favor of the same 
claimant. 

“(d) With respect to any claim which, at the time of the award, is vested 
in persons other than the person to whom the claim originally accrued, the Com- 
mission may issue a consolidated award in favor of all claimants then entitled 
thereto, which award shall indicate the respective interests of such claimants 
therein; and all such claimants shall participate, in proportion to their indicated 
interests, in the payments provided by this section in all respects as if the award 
had been in favor of a single person. 

“(e) If, with respect to any award certified, the Secretary of the Treasury 
deems it necessary or desirable to defer any payment on account thereof, he is 
authorized to defer such payment upon the creation of an adequate reserve 
therefor ; and thereupon payments may be made on account of all other awards 
as above provided, in all respects as if such deferred payment had been made. 

“Sec. 309. The action of the Commission in allowing or denying any claim under 
this title shall be final and conclusive on all questions of law and fact and not 
subject to review by any other official of the United States or by any court by 
mandamus or otherwise, and the Comptroller General is authorized and directed 
to allow credit in the accounts of any certifying or disbursing officer for payments 
in accordance with such action. 
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“Sec. 310. There is hereby authorized to be appropriated such sums as may be 
necessary to enable the Commission and the Treasury Department to pay their 
administrative expenses incurred in carrying out their functions under this title. 

“Src. 8311. The Commission shall complete its affairs in connection with the 
settlement of claims pursuant to this title not later than four years following 
the enactment of this title, or following the enactment of legislation making ap- 
propriations to the Commission for payment of administrative expenses incurred 
in carrying out its functions under this title, whichever date is later: Provided, 
That nothing in this section shall be construed to limit the life of the Commis- 
sion, or its authority to act with respect to other categories of claims which may 
be effected under the provisions of this legislation. 

“Sec. 312. No remuneration on account of services rendered on behalf of any 
claimant in connection with any claim filed with the Commission under this title 
shall exceed 10 per centum of the amount for which an award is certified under 
the provisions of this title on account of such claim. Any agreement to the 
contrary shall be unlawful and void. Whoever, in the United States or else- 
where, demands or receives, on account of services so rendered, any remuneration 
in excess of the maximum permitted by this section, shall be guilty of a mis- 
demeanor, and, upon conviction thereof, shall be fined not more than $5,000 or 
imprisoned not more than twelve months, or both. 

“Sec. 313. To the extent that they are not inconsistent with any provision 
of this title, the following provisions of title I shall be applicable to this title: 
Subsections (b), (c), (d), (e), (h), and (j) of section 4; and subsections (c), 
(d), (e), and (f) of section 7. 

“TITLE IV 


“CLAIMS AGAINST THE SOVIET UNION 


“Sec. 401. As used in this title the term or terms— 

“(1) ‘Person,’ ‘United States,’ and ‘nationals of the United States’ shall have 
the meaning given them in subsections (a), (b), and (c), respectively, of section 
2 of title I. 

“(2) ‘Commission’ means the Foreign Claims Settlement Commission of the 
United States, established pursuant to Reorganization Plan Numbered 1 of 1954 
(68 Stat. 1279). 

“(3) ‘Soviet Government’ and the ‘Government of the Union of Soviet Socialist 
Republics,’ means the Union of Soviet Socialist Republics, including any of its 
present or former constituent republics, other political subdivisions, and any ter- 
ritories thereof, as constituted on or prior to November 16, 1933. 

“(4) ‘Litvinov Assignment’ includes (A) the communication dated November 
16, 1933, from Maxim Litvinov to President Franklin D. Roosevelt, wherein 
the Government of the Union of Soviet Socialist Republics assigned to the Gov- 
ernment of the United States amounts admitted or found to be due it as the suc- 
cessor of prior governments of Russia, or otherwise, preparatory to a final settle- 
ment of the claims outstanding between the two Governments and the claims of 
their nationals; (B) the communication dated November 16, 1933, from President 
Franklin D. Roosevelt to Maxim Litvinov, accepting such assignment, and (C) 
the assignments executed by Serge Ughet on August 25, 1933, and November 15, 
1933, assigning certain assets to the Government of the United States. 

“(5) ‘Russian national’ includes any corporation or business association 
organized under the laws, decrees, ordinances, or acts of the former Empire of 
Russia or of any government successor thereto, and subsequently nationalized or 
dissolved or whose assets were taken over by the Soviet Government or which 
was merged with any other corporation or organization by the Soviet Govern- 
ment. 

“Sec. 402. (a) There shall be covered into the Treasury the funds collected 
by the United States pursuant to the Litvinov Assignment, including postal funds 
due prior to November 16, 1933, to the Union of Soviet Socialist Republics because 
of money orders certified to that country for payment. 

“(b) There is hereby created in the Treasury of the United States a fund 
to be known as the Soviet Claims Fund. The Secretary of the Treasury is 
authorized and directed to cover into the Soviet Claims Fund the funds covered 
into the Treasury pursuant to section 402 (a) of this title. 

“(c) There shall be deducted from the Soviet Claims Fund 5 per centum 
thereof as reimbursement to the Government of the United States for the ex- 
penses incurred by the United States in the administration of this title. All 
amounts so deducted shall be covered into the Treasury to the credit of miscel- 
laneous receipts. 
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“Sec, 403. The Commission is authorized and directed to receive and deter- 
mine in accordance with applicable substantive law, including international law, 
the validity and amounts of— 

“(a) claims of nationals of the United States against a Russian national 
originally accruing in favor of a national of the United States and evidenced 
by the entry prior to November 16, 1933, in a court of the United States or of 
a State of the United States, of a valid judgment in favor of a national of 
the United States, or by the filing or levying prior to November 16, 1933, of 
a lien or warrant of attachment in favor of a national of the United States 
upon any property, money, credit, chose in action, or other assets in the 
United States which has been taken, collected, recovered, or liquidated by 
the Government of the United States pursuant to the Litvinov Assignment. 
Awards under this subsection shall not exceed the amount of the judg- 
ment, lien, or attachment, with such interest as may be allowable, nor exceed 
the proceeds of such assets as may have been subject to the lien of the 
judgment, attachment, or other lien; nor, in the event that such proceeds are 
less than the aggregate amount of all valid claims so related to the same 
assets, exceed an amount equal to the proportion which each such claim 
bears to the total amount of such proceeds ; and 

“(b) claims, arising prior to November 16, 1933, of nationals of the United 
States against the Government of the Union of Soviet Socialist Republics. 

“Src. 404. Within sixty days after the enactment of this title, or within 
sixty days after the enactment of legislation making appropriations to the Com- 
mission for the payment of administrative expenses incurred in carrying out its 
functions under this title, whichever date is later, the Commission shall give 
public notice by publication in the Federal Register of the time when and the 
limit of time within which claims may be filed, which limit shall not be more than 
one year after such publication. 

“Sec. 405. The amount of any award based on a claim of a national of the 
United States other than the national of the United States to whom the claim 
originally accrued shall not exceed the amount of the actual consideration last 
paid therefor prior to January 1, 1953. 

“Sec. 406. The Commission shall as soon as possible, and in the order of the 
making of such awards, certify to the Secretary of the Treasury, in terms of 
United States currency, each award made pursuant to section 403. 

“Sec. 407. All payments authorized under section 408 of this title shall be 
disbursed exclusively from the Soviet Claims Fund and all amounts covered 
into the Treasury to the credit of the aforesaid funds are hereby permanently 
Reames for the making of the payments authorized under section 408 of this 

itle. 

“Sec. 408. (a) The Secretary of the Treasury is authorized and directed out 
of the sums covered into the Soviet Claims Fund pursuant to section 402 (b) of 
this title, after making the deduction provided for in section 402 (c) of this title, 
to make payments on account of awards certified by the Commission pursuant to 
section 406 of this title as follows and in the following order of priority: 

(1) Awards made pursuant to section 408 (a). 

(2) Thereafter, awards made pursuant to section 403 (b) shall be paid as 
follows: 

i on in full of the principal amount of awards of $1,000 or less; 

) Payment in the amount of $1,000 on account of the principal of each 
award of more than $1,000 in amount; 

(C) After completing the payments prescribed by subparagraphs (A) and 
(B) of this subsection, payments from time to time, in ratable proportions 
on account of the then unpaid principal of all awards in the principal amot st 
of more than $1,000, according to the proportions which the un said rin ‘j wr 
of such awards bear to the total amount in the fund available for dist it ation 
on account of such awards at the time such payments are made ; eee 

(D) After payment has been made in full of the principal amounts of 
all such awards, pro rata payments from the fund so available for distributio 

_, Om account of accrued interest on such awards as bear interest. . 

(b) Such payments, and applications for such payments, shall be made in 
OT eiok By tae such regulations as the Secretary of the Treasury shall prescribe 
nalenaht es saction lhe (hy of me en sach payments on awards rendered 
aggregate of all < na ste, an ‘award’ shall be deemed to mean the 

& C awards certified in favor of the same claimant 

(d) With respect to any claim which, at the time of tt aw: i i 
persons other than the person to whon ts sejanee of the award, is vested in 
1om the claim originally accrued, the Com- 
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mission may issue a consolidated award in favor of all claimants then entitled 
thereto, which award shall indicate the respective interests of such claimants 
therein ; and all such claimants shall participate, in proportion to their indicated 
interests, in the payments provided by this section in all respects as if the 
award had been in favor of a single person. 

“(e) If, with respect to any award certified, the Secretary of the Treasury 
deems it necessary or desirable to defer any payment on account thereof, he is 
authorized to defer such payment upon the creation of an adequate reserve 
therefor; and thereupon payments may be made on account of all other awards 
as above provided, in all respects as if such deferred payment had been made. 

“Sec. 409. Payment of any award pursuant to this title shall not, unless such 
payment is for the full amount of the claim, as determined by the Commission 
to be valid, with respect to which the award is made, extinguish such claim, or 
be construed to have divested any claimant, or the United States on his behalf, of 
any rights against the Russian national against whom his claim is asserted or 
against the Soviet Government for the unpaid balance of his claim. 

“Sec, 410. All awards or payments made pursuant to this title shall be with- 
out prejudice to the claims of the United States against the Soviet Government. 

“Sec. 411. The action of the Commission in allowing or denying any claim 
under this title shall be final and conclusive on all questions of law and fact 
and not subject to review by any other official of the United States or by any 
court by mandamus or otherwise, and the Comptroller General is authorized 
and directed to allow credit in the accounts of any certifying or disbursing offi- 
cer for payments in accordance with such action. 

“Sec. 412. There is hereby authorized to be appropriated such sums as may 
be necessary to enable the Commission and the Treasury Department to pay 
their administrative expenses incurred in carrying out their functions under 
this title. 

“Sec. 413. The Commission shall complete its affairs in connection with the 
settlement of claims pursuant to this title not later than four years following 
the enactment of this title, or following the enactment of legislation making 
appropriations to the Commission for payment of administrative expenses in- 
curred in carrying out its functions under this title, whichever date is later: 
Provided, That nothing in this section shall be construed to limit the life of the 
Commission, or its authority to act with respect to other categories of claims 
which may be effected under the provisions of this legislation. 

“Sec. 414. No remuneration on account of services rendered on behalf of any 
claimant in connection with any claim fi'ed with the Commission under this 
title shall exceed 10 per centum of the amount for which an award is certified 
under the provisions of this title on account of such claim. Any agreement to 
the contrary shall be unlawful and void. Whoever, in the United States or else- 
where, demands or receives, on account of services so rendered, any remunera- 
tion in excess of the maximum permitted by this section, shall be guilty of a 
misdemeanor, and, upon conviction thereof, sha'l be fined not more than $5,000 
or imprisoned not more than twelve months, or both. 

“Src. 415. To the extent that they are not inconsistent with any provision 
of this title, the following provisions of title I shall be applicable to this title: 
Subsections (b), (c), (d), (e), (hb), and (j) of section 4; and subsections (c), 
(d), (e), and (f) of section 7.” 

Sec. 4. Public Resolution Numbered 36, Seventy-sixth Congress, approved 
Aucust 4, 1939 (52 Stat. 1199), entitled “Resolution to provide for the adjudi- 
eation by a Commissioner of Claims ef American nationa's against the Govern- 
ment of the Union of Soviet Socialist Republics”, is hereby repealed. 


Chairmen Ricnarns. Asa beginning, we would like to hear from the 
Foreion Claims Settlement Commission as to the contents of the bill. 
Mr. Gillilland, will you take the stand. please? I believe you are 
from the State of my good friend Karl LeCompte? 


STATFMENT OF HON. WHITNEY GILLILLAND, CHAIRMAN, FOREIGN 
CLAIMS SETTLEMENT COMMISSION OF THE UNITED STATES 


Mr. GiuuiiLanp. That is true. 
Mr. LeComrere. We are rroud of him, Mr. Chairman. 
Chairman Ricuarps. Will you proceed ? 














etincerecco ee 





FOREIGN CLAIMS SETTLEMENT COMMISSION 15 


Mr. Guu anp. Shall I proceed with my prepared statement, Mr. 
Chairman, if that is satisfactory ? 

Chairman Ricwarps. Very well. 

Mr. GILLILLaAND. I appreciate this opportunity to appear before 
you. The proposed legislation concerns certain claims by American 
nationals against the Governments of Bulgaria, Hungary, Rumania, 
Italy, and Russia. This proposed legislation was transmitted to the 
Congress February 28, 1955, and is in accord with the program of the 
President relating to the satisfaction of claims arising out of World 
War II. It is before you now, I believe, in the form of a committee 
print of a proposed bill. 

This marks the first occasion upon which the Foreign Claims Settle- 
ment. Commission has been represented before this committee, and be- 
cause the Commission is a new agency, it may be appropriate to ex- 
plain very briefly its origin and background. 

The Commission was established by Reorganization Plan No. 1 of 
1954 which became effective July 1, 1954. ‘That plan combined the 
former War Claims Commission and the International Claims Com- 
mission, and in addition assigned to the new Commission certain fune- 
tions of the Secretary of State and the Department of State related 
to the International Claims Commission, and functions of the Com- 
missioner of Claims of American nationals against Russia provided 
for in Public Resolution 36, approved August 4, 1939. It was created 
to provide the Government with a central claims agency for the ad- 
ministration and settlement of claims programs not otherwise assigned 
to other agencies, particularly in the field of international claims of 
ihe type embraced in the proposed bill before you. The Commission 
has prepared and made available to the committee as a separate docu- 
ment, a more detailed summary of its origin and purpose. (See p. 21 
for Background Statement). 

The question has been raised as to why the proposed bill has been 
referred to this committee. I am not in a position, of course, to give 
you an official explanation, but I presume it is before you because it 
would amend the International Claims Settlement Act of 1949, re- 
ported out of this committee as H. R. 4406 in the 81st Congress on 
June 9, 1949. The bill would also repeal Public Resolution 36 of the 
76th Congress, relating to Russian claims, reported out of this commit- 
tee as House Joint Resolution 315 in that Congress. 

This bill, Mr. Chairman, results from the fact that the United 
States has had in its possession for many years certain blocked assets 
or cash balances of the countries named in the bill available for pay- 
ment on the claims which the bill authorizes to be paid. The com- 
bined assets derived from Bulgaria, Hungary, Rumania, and Italy 
total approximately $39 million, of which $2,928,000 were vested by 
the Office of Alien Property in the Department of Justice prior to 
the effective date of the treaties of peace between our Government and 
the governments of these countries, September 15, 1947. 

In the case of Russia, roughly $9 million in property or money has 
been available to the United States for payment of American claims 
since the date of the Litvinov Assignment on November 16, 1933, a 
period of 25 years. Under the Lombardo agreement with Italy dated 
August 14, 1947, Italy transferred the sum of $5 million for payment 
of claims by Americans not specifically provided for in the treaty of 
peace. Nothing has been done until the present moment looking to 
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the payment of such claims. The assets of Bulgaria, Hungary, and 
Rumania were blocked by the United States under Executive Order 
No. 8389 dated April 10, 1940, and effective as to Rumania October 9, 
1940, as to Bulgaria, March 4, 1941, and as to Hungary on March 13, 
1941. 

The former War Claims Commission under a directive from the 
Congress in section 8 of the War Claims Act of 1948 made a compre- 
hensive study and report on all types of claims arising out of World 
War ITI, including the types authorized in this proposed bill. 

The report of that Commission was transmitted to the Congress 
in January 1953 with the recommendation that such claims be recog- 
nized and paid under appropriate legislation. ‘Time did not permit 
the previous administration to develop an executive branch position 
on the subject but in the past year, as a result of months of interagency 
conference and studies, the executive branch took a position favoring 
enactment of legislation providing for the payment of that portion 
of such claims included in this bill. 

It seems to us that there is much simple justice in the provisions 
of this proposed legislation. The funds are not adequate to the gen- 
eral relief of wealthy property owners. It is therefore designed, 
rather, to bring the greatest benefit to the small American property 
owners who lost their small business ventures or other investments 
abroad as a result of enemy action inthe war. With regard to awards 
under titles II and ITI, and also under title 1V, other than awards 
pursuant to section 403 (a), payment shall be made in full of principal 
amounts of awards of $1,000 or less, and in the amount of $1,000 on 
account of the principal of each award of more than $1,000. Beyond 
this maximum of $1,000, payments would be prorated on a percentage 
basis to stay within the limits of available funds. Under this system 
of payments, the claimant who may have suffered a loss of say, $100,000 
or more is sure to receive no more than a nominal compensation for 
such loss. ‘The small claimants who will number in the thousands, 
will in most cases be compensated at 100 percent or at least to the extent 
of a substantial portion of the loss. 

I do not mean to infer, however, that the larger claimants are espe- 
cially restricted except as to the pro rata payment. 

It is not possible to provide an estimate of the potential number of 
claimants in which we can have complete confidence. There are sev- 
eral reasons for this. In the first place, available figures on the extent 
of American-owned property in Europe have been found to be unreli- 
able. Again, it has not been possible to obtain accurate figures on the 
number of property owners suffering war losses or the amount and 
character of their losses. 

The former War Claims Commission made an extended effort. to 
obtain estimates of the number and amounts of war claims arising out 
of World War II, including claims of the type here under considera- 
tion. All available records in the various departments and agencies 
of the Government were examined and thousands of report forms were 
circulated through various national business agencies, public and 
semipublic institutions, calling for essential data on such claims. 
Representatives of the Commission interrogated local authorities in 16 
major countries, relative to claims of Americans who had sustained 
war losses in those countries. The results of this effort produced cer- 
tain figures but which, upon analysis, have proven unsatisfactory. 
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Notwithstanding this difficulty, there is sufficient reliable informa- 
tion to permit us to say with confidence that the number of claims 
would not be less than 5,000 and that the claimed and actual losses 
are far in excess of funds available for their satisfaction. 

Turning to the bill itself, Mr. Chairman, you will note that in 
section 1, the entire International Claims Settlement Act of 1949 
is designated as title I, and that proposed titles II, III, and IV 
would be added to provide, respectively, for payment of claims under 
title II out of separate funds derived from liquidated assets of Bul- 
garia, Hungary, and Rumania, for the payment of claims under 
title III from the transfer made pursuant to the Lombardo agree- 
ment, and for the payment of claims under title 1V from the trans- 
fer made pursuant to the Litvinov Assignment. 

Title Il of the proposed legislation additionally provides : 

(1) For the immediate vesting and liquidation of all government- 
and corporate-owned assets of Rumania, Hungary, and Bulgaria (sec. 
202 through sec. 215) 

(2) For the creation of a claims fund with respect to each such 
country consisting of the amounts realized from the above assets, 
jess 5 percent deducted as reimbursement to the United States for 
expenses incurred in settling the claims (sec. 216). 

(3) For the determination by the Foreign Claims Settlement 
Commission of the validity under international law and amounts of 
the following types of claims of United States nationals against each 
of these three countries (sec. 217) : 

(a) War damage claims as provided in the respective treaties 
of peace; 

(6) Nationalization (or other expropriation) claims; 

(c) Prewar governmental debt claims. 

Title III relates to claims against Italy and provides: 

(1) For the creation of a claims fund consisting of the sum re- 
ceived from Italy, less 5 percent deduction as reimbursement to the 
United States for costs incurred in the settlement of the claims (sec. 
302). 

(2) For the determination by the Commission of the validity and 
amounts of claims other than those for which provisions are made 
in the treaty (sec. 303). 

(3) Provision for the payment of claims, which are the same 
as those provided with respect to claims under title IT. 

Title IV of the proposed bill relates to certain claims against 
Russia and provides: 

(1) For the creation of a claims fund consisting of the amount 
realized from the Litvinov Assignment, less 5 percent deducted as 
reimbursement to the United States for costs incurred in the settle- 
ment of the claims (sec. 402). This fund would include the sum of 
approximately $1,500,000 representing postal funds due prior to No- 
vember 16, 1933, to the Soviet Government because of money orders 
certified to that country for payment. The proposed bill would also 
include this sum in the claims fund. 

(2) For the determination of the validity and amounts and pay- 
ment of claims (sec. 403 through sec. 408), on the basis of the follow- 
ing priorities: 

_ (a) Payment of claims against Russian nationals secured by 
liens on certain assets prior to the Litvinov Assignment: , 
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(6) Payment of claims of United States nationals against 
the Union of Soviet Socialist Republics, outstanding on Novem- 
ber 16, 1933. 

(3) Payment of the priority claims is to be made solely from the 
proceeds of the assets against which such liens existed; in all other 
respects, the payment provisions are the same as those provided above 
with respect to claims under title I. 

As indicated, all awards made pursuant to the proposed bill would 
be payable from the assets of the specified countries or their nationals. 
Similarly, all expenses of administration would be reimbursed to the 
United States from the same funds. 

The next sentence which appears in the draft which you have be- 
fore you has been stricken from the text which I have. Perhaps the 
statement is all right from a practical standpoint but from a tech- 
nical one perhaps not. The 5 percent deducted from these funds 
would be the money that would be used to pay the expenses of ad- 
ministration. Tlowever, I suppose an appropriation or authorization 
of such funds would be necessary. 

Chairman RicHarps. You would strike out the material, “Thus, no 
additional appropriations would be required” ? 

Mr. GinuitLtanb. The words stricken are: “Thus, no additional ap- 
propriations would be required.” 

Chairman Ricuarps. At the end of the second to the last para- 
graph ? 

Mr. Grtuitianp. Correct. 

Returning to proposed title I, relating to claims against Bulgaria, 
Hungary, and Rumania, I would like to point out that under the 
treaties of peace with these countries which came into force September 
15, 1947, they undertook to restore American-owned property in those 
countries or to provide compensation to the extent of two-thirds of the 
war damage suffered. The treaties also authorized the liquidation 
of the blocked assets of those countries in the United States and their 
application to such uses aS the United States might desire. The fol- 
lowing provision in the treaty with Hungary (art. 29) is repeated in 
the treaties with Bulgaria and Rumania: 

1. Each of the Allied and Associated Powers shall have the right to seize, re- 
tain, liquidate or take any other action with respect to all property, rights and 
interests which at the coming into force of the present Treaty are within its ter- 
ritory and belong to Hungary or to Hungarian nationals, and to apply such 
property or the proceeds thereof to such purposes as it may desire, within the 
limits of its claims and those of its nationals against Hungary or Hungarian 
nationals, including debts, other than claims fully satisfied under other articles 
of the present Treaty. \All Hungarian property, or the proceeds thereof, in excess 
of the amount of such claims, shall be returned (art. 29 of the Hungarian 
Treaty). 

Executive Order No. 8389, issued April 10, 1940, blocked the assets 
of Bulgaria, Hungary, and Rumania by prohibiting certain specified 
transactions which would normally take place with respect to foreign- 
owned property, securities, accounts, and other assets belonging to 
foreign governments or their nationals in the United States. It 
became effective with respect to Rumanian assets on October 9, 1940, 
Bulgarian assets on March 4, 1941, and Hungarian assets, March 
13, 1941. 

The total value of the assets of these three countries blocked by 
the Treasury Department pursuant to Executive Order 8389 amounted 
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to $31,757,253. Prior to the conclusion of the treaties, the Office of 
Alien Property in the Department of Justice had vested assets with 
a value as of June 30, 1951, of $2,928,000. This brings the total value 
of the assets, vested and blocked, to $34,685,253. The value of vested 
and blocked Bulgarian assets as of March 15, 1955, amounts to 
$3,353,000, of vested and blocked Hungarian assets, $6,199,644, and of 
vested and blocked Rumanian assets, $24,836,000. The largest single 
item of Rumanian assets consists of gold bullion belonging to the 
Government of Rumania with a value of $20 million. 

Of the present total of $34,388,644 approximately $27 million, or 
about 74 percent, are estimated to be either Government or corporate 
owned with the remainder belonging to private individuals. In view of 
the effective appropriation by the Governments of Bulgaria, Hungary, 
and Rumania of all corporate property in a manner which has made 
it impossible to determine the rights of the former beneficial owners, 
it is recommended that no distinction be made between corporate- 
owned and Government-owned assets. On the other hand, it is still 

ossible to determine the rights of natural persons to blocked property 
in the United States. Such property, it is recommended, should re- 
main blocked pending future study of what disposition should be 
made of it. Accordingly, title II of the proposed legislation author- 
izes the vesting and liquidation of only the blocked Bulgarian, Hun- 
garian, and Rumanian Government and corporate assets and the 
application of these funds to the satisfaction of claims of American 
nationals. 

With respect to title III of the proposed bill relating to Italian 
claims, it may be observed that under the Treaty of Peace with Italy, 
the Government of Italy is obligated to compensate nationals of the 
United States for the loss of their property by reason of injury or 
damage as a result of World War II. As of June 1, 1954, approxi- 
mately 3,500 claims have been filed by United States nationals for 
these Einadita, and settlements amounting to 10,773,000 lire have been 
paid to claimants by the Italian Government. 

However, it was conceived at the time of the treaty negotiations, 
that not all categories of compensable claims were provided for under 
its terms. Under the provisions of an ancillary memorandum of 
understanding signed at Washington on August 14, 1947, the United 
States received the sum of $5 million from the Government of Italy 
for the purpose of satisfying claims of United States nationals not 
otherwise provided for under the treaty of peace. 

Among the other provisions of the memorandum of understanding 
the United States Government agreed to waive governmental claims 
against Italy amounting to approximately $1 billion and to provide 
for the return of blocked and vested Italian assets in this country 
amounting to $60 million. 

Since the deposit of the sum of $5 million by Italy on April 23, 1948, 
no action has been taken by the United States Government for the 
purpose of administering the claims of United States nationals ineli- 
gible for benefits under the treaty, but who might qualify under this 
accompanying memorandum of agreement. 

Chairman Ricnuarps. I would like to say to the committee that I 
understand that is a quorum call. Will you go down at your con- 
venience, and please come back. Goahead,sir. I beg your pardon. 

Mr. Gituiitanp. That is all right, Mr. Chairman. 
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It is estimated that some 50 to 60 informal claims have been filed 
with the Department of State by this class of claimants since the ter- 
mination of World War II. Upon favorable consideration of this 
— is believed that some 1,000 to 1,500 additional claims would be 
filed. 

Inasmuch as the present provisions of the treaty do not provide 
compensation for property losses outside of Italy, claims are expected 
to be received from other areas in which the Italian forces operated 
during the war. It has been reported that the Italian forces inflicted 
the heaviest damages to property in Greece and, therefore, it is ex- 
pected that a good percentage of these claims would be received from 
United States nationals who were property owners in that country. 

The objective of title ITV is to compensate nationals of the United 
States for claims, which arose prior to November 16, 1933, against the 
Union of Soviet Socialist Republics and against Russian nationals. 
These claims would be paid out of the funds resulting from the Lit- 
vinov Assignment made by Russia to the United States on November 
16, 1933. 

There was an exchange of correspondence in 1933 between the Presi- 
dent of the United States (Franklin D. Roosevelt) and Maxim Lit- 
vinov, People’s Commissar for Foreign Affairs, Union of Soviet So- 
cialist Republics. This negotiation culminated in the recognition of 
Soviet Russia and establishment of diplomatic relations between it 
and the United States on November 16, 1933, and the release and as- 
signment by the U. S. S. R. to the United States of all amounts ad- 
mitted to be due, or which might be found to be due, the Soviet Govern- 
ment from American nationals, whether as the successor of prior 
Russian governments, or otherwise. The notes recited that the as- 
signment was preparatory to a final settlement of the outstanding 
claims and counterclaims between the two governments. Subsequent 
negotiations between the two governments, with a view to agreeing 
upon the contemplated overall final settlement, have, so far, proved 
unsuccessful. 

I am informed that the assets in the United States were property 
and deposits of money in various banks and other financial institu- 
tions. Recently the Department of Justice completed the collection 
and liquidation of these assets, and the proceeds, in the sum of ap- 
proximately $9 million, are deposited in the special account in the 
Treasury. 

These claims represent chiefly defaults on Imperial Russian bonds, 
some of which date from 1917, and from the nationalization and con- 
fiscation of certain property. The Department of State, I believe, 
has received approximately 3,500 claims or requests for information 
and assistance, which fall into the category under discussion. 

Upon the passage of Public Resolution No. 36, in the 76th Congress, 
provision was made for recognizing such claims, but that resolution 
never became effective. I do wish to invite your attention, however, 
to the fact that Reorganization Plan No. 1 of 1954, in section 2 (d) 
of that plan, transferred the functions of the Commissioner provided 
for under Public Resolution No. 36 to the newly established Foreign 
Claims Settlement Commission. This proposal, then, would give 
effect to section 2 (d) of the plan and dispense with further delay. 

Title IV of the proposed bill provides for establishment of a claims 
fund consisting of amounts transferred to the United States under 
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the Litvinov assignment, less 5 percent to be deducted as reimburse- 
ment to the United States for administrative expenses incurred in 
the settlement of the claims (section 402). 

It further provides for the determination of the validity and 


amounts and pore of claims (section 403 through section 405), 
on the basis of the following priorities: 


(a) Payment of certain claims secured by liens on the assets, 
prior to the Litvinov Assignment ; 

(6) Payment of claims of United States nationals against 
Union of Soviet Socialist Republics, outstanding on November 
16, 1933, the date of the Litvinov Assignment. 

In conclusion, Mr. Chairman, may I say that the gist is simply this: 
Many thousands of American citizens hold just and meritorious 
claims against the nations named in the bill, some of them no doubt 
hardship cases. Money is available to make payments on the claims. 
Requisite only is an authorization from the Congress to go forward 
with a program. I believe this is good legislation and should be 
enacted. These folks ought to have their money while they are still 
around to use it. 


BACKGROUND STATEMENT CONCERNING THE LEGISLATIVE PROGRAM OF THE FOREIGN 
CLAIMS SETTLEMENT COMMISSION 


Historically, the Foreign Claims Settlement Commission is an outgrowth 
of the former War Claims Commission and the former International Claims 
Commission established under the provisions of the War Claims Act of 1948, 
as amended, and the International Claims Settlement Act of 1949, as amended, 
respectively. By virtue of Reorganization Plan No. 1 of 1954, the two latter 
agencies were integrated and the functions of each transferred to the Foreign 
Claims Settlement Commission. 

Prior to the reorganization legislation administered by the War Claims Com- 
mission evolved solely out of losses and damage sustained by American citizens 
as a result of military operations during World War II. This class of claims 
legislation was directed specifically to losses and damage attributable to Ger- 
many and Japan. The compensation provided in these respects was derived 
from the war claims fund which consists of the liquidated assets of Germany 
and Japan blocked and vested during World War IT. 

The claims programs provided under the foregoing legislation were the 
creatures of legislation within the United States with respect to which no pro- 
vision for compensation had been made under peace treaties, international 
agreements or legislation by foreign governments involved. 

Since the Interstate and Foreign Commerce Committee of the House of Rep- 
resentatives initially had jurisdiction over the war-claims field, the War Claims 
Act of 1948 and its amendments have been handled by that committee in the 
past. 

On the other hand, the International Claims Settlement Act of 1949, as 
amended, was initiated in the Foreign Affairs Committee of the House of Rep- 
resentatives. The claims programs administered by that Commission, namely, 
the Panamanian program and the Yugoslav program, arose out of international 
agreements as opposed to the manner in which war claims legislation was 
initiated. 

While it is true in a certain measure that the proposal pending before this 
committee is concerned with war claims, and while it is also true that the 
various categories of claims contained in the present proposal were the subject 
of study, review, and recommendation by the former War Claims Commission 
in its supplementary report to the Congress (H. Doc. No. 67, 88d Cong.), never- 
theless, the proposals with respect to Bulgaria, Hungary, and Rumania arose 
out of defalcation on the part of the governments of those countries of the pro- 
visions of their respective peace treaties; whereas the proposal with respect 
to Italy arose out of an agreement ancillary to the Italian Peace Treaty entered 
into between the United States and Italy and popularly known as the Lombardo 
Agreement; and the so-called Soviet proposal arose also out of an international 
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agreement known as the Litvinov Assignment entered into in 1933 concomitant 
with the recognition of the Government of the U. S. S. R. by the United States. 

Because of the relationship of these later programs to peace treaties and in- 
ternational agreements, it seems more appropriate that the legislation proposed 
in the committee print should more appropriately be dealt with by the Foreign 
Affairs Committee of the House of Representatives. 

A further distinction between the present proposals and previous war claims 
legislation is the fact that the earlier war claims legislation dealt with seized 
assets of foreign governments whereas the funds to be used under the present 
proposals are derived from the governments concerned by virtue of international 
agreement. 


Moreover, this committee has previously considered the Soviet aspects of this 
proposal initially during the 76th Congress when it had before it House Joint 
Resolution 315 which ultimately became Public Resolution No. 36, 76th Con- 
gress, August 4, 1939 (53 Stat. 1199). Public Resolution No. 36 provided for 
the establishment of a separate Commission for the purpose of examining and 
evaluating this category of claims. The provisions of that resolution, however, 
never became operative. The functions of the Commissioner provided there- 
under have been transferred to the Foreign Claims Settlement Commission pur- 
suant to section 2 (d) of Reorganization Plan No. 1 of 1954. 

Similarly, this committee has subsequently considered this category of claims 
particularly during the 88d Congress when a subcommittee on March 11, 1954, 
conducted hearings on House Joint Resolution 49 and House Joint Resolution 
130. No action was taken concerning these resolutions and they have been 
reintroduced in the present Congress and designated House Joint Resolution 
2 and House Joint Resolution 46. 

Chairman Ricwarps. Thank you, Mr. Gillilland. I want to ask 
you this: You are familiar with the fact that legislation has been 
introduced in the Congress providing machinery for the settlement 
of claims under title IV, claims under the Litvinov Assignment; 
aren’t you? 

Mr. GrLLILLaANnp. Yes, sir. 

Chairman Ricwarps. I wish you would give the committee your 
reason for the Litvinov claims being considered under this piece of 
legislation that we have before us now. 

Mr. Gitiimanp. That question, Mr. Chairman, might be a little 
hard to answer because it goes a little further up the line than I am. 
1 think it was the view of the executive branch of the Government 
that on the long pull it was better if most claims loads were handled 
in one agency. 

I would like to comment on that this way: I have always taken a 
rather dim view, and that would be an understatement, of attorneys 
who went out soliciting business for themselves. I would have the 
same sort of view of a judge or member of a court that had several 
judges who would undertake to maneuver into a position where he 
had a particular case before him. I don’t see a great deal of differ- 
ence between our situation here. I would hate to come before your 
committee and appear to be seeking any particular work as far as 
I am concerned, at least, for this Commission. 

On the other side of the fence, as a lawyer, if by chance I did 
have a client in my office I have always thought it was all right to 
say to him that I thought I was competent to do the work. I think 
1 can say that with reference to this title IV, that we do think we can 
do it. I wouldn’t want to be put in the position here of being a seeker. 

Chairman Ricwarps. Do you think it would cost the Government 
less if all 4 titles are handled by a single commission ? 

Mr. Giutuitanp. I would be inclined to think it would. 

Chairman Ricuarps. Do you have an estimate on that? 
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Mr. Gruuanp. I don’t have any figures to present now. It would 
only be based on the fact that some of the machinery to process such 
claims, even though they are somewhat different than the ordinary 
claims, is in existence and would be ready to function. 

Chairman Ricnarps. Is there any legitimate reason you could see 
why title IV should be handled by a separate commission ? 

Mr. GituitLanp. No, I don’t believe I know of a reason for separa- 
tion of title IV that I would want to state. I don’t think of one, no. 

Chairman Ricuarps. Mr. Gordon, do you want to ask any questions 
on this? You are familiar with it. 

Mr. Gorpon. You state on page 11 of your statement: 


The objective of title IV is to compensate nationals of the United States for 
claims, which arose prior to November 16, 1933, against the Union of Soviet 
Socialist Republics and against Russian nationals. These claims would be paid 
out of funds resulting from the Litvinov Assignment made by Russia to the 
United States on November 16, 1933. 

Will that agreement still hold? This dates back as far as November 
16, 1933. 

Mr. Guumuanp. I will have to find that. You mean, would that 
agreement be regarded as in force? 

Mr. Gorpvon. Yes. 

Mr. Gituitianp. I would think that might be a question that if this 
legislation were enacted could come before the Commission for deter- 
mination. I would rather not undertake to answer that type question, 
if you don’t mind. I think maybe some of the draftsmen who worked 
on the bill could do that with better grace than I could. I would 
rather not go into the question that might come before the Commission 
for determination at some point. 

Mr. Gorvon. Is it possible to find out, to see if that agreement is 
still binding ? 

Mr. Gittimianp. I think perhaps you will have some witnesses 
before you from the State Department, and they might be prepared to 
answer that question. 

Mr. Gorpon. That is all, Mr. Chairman. 

Chairman Ricrarps. Mr. Fulton ? 

Mr. Futtron. You do recommend these various types of claims all 
be put into one omnibus bill and that the claims be handled by one 
claims commission ? 

Mr. GiILuitianpb. Mr. Fulton, again, I think as far as I would want 
to go is to say that we think we are capable of handling the program. 

Mr. Futron. I do not refer to you but just a general policy. 

Mr. GituitLanp. The general policy is a sound one. That is as far 
as I would want to go with the answer. 

Mr. Futron. You think they should be combined in one omnibus 
bill, that is, the various groups of claims? And, secondly, whatever 
the commission is, you feel all the claims should be decided and han- 
dled by one commission ¢ 

Mr. Giritiann. To the extent that I won’t be understood as trying 
to gather work into this commission, the extent to which I can present 
a detached view on it, I would say the answer is yes. 

Mr. Fuuron. I favor legislation to get these claims decided, and 
hope it passes, as these claims have been pending so long. 

Chairman Ricrarps. I can see what you are trying todo. You want 
to be impartial. 
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Mr. GiuuitLanp. That is what I want to try to do. 

Chairman Ricuarps. As an abstract proposition, if you were not 
connected with the Commission, you think the legislation should be in. 
the form of an omnibus bill, and you would be in favor of that? 

Mr. Grmuim.anp. I think it is a sound theory; yes, sir, I do, Mr. 
Chairman. 

Chairman Ricuarps. And good government? 

Mr. GitumLanp. Yes, I do. 

Chairman Ricnuarps. I just wanted to get your reaction. Mr. 
Chatham. 

Mr. Cuatuam. I would like first to make an observation. I read in 
the paper I think last week where the town of Frederick, Md., paid 
Jubal Early not to burn the town and they have just settled up the 
debt. I would like to ask Mr. Gillilland if this legislation is enacted 
how fast they will settle these claims. 

Mr. Gituitiann. Of course, I think that is part of the theory of hav- 
ing a one package claims settlement agency, to keep alive a certain 
staff that has some familiarity with processing claims; that they are 
in a position to go forward with greater rapidity. 

I might say this particularly to members of the committee who are 
lawyers, that a fellow used to all of the safeguards of a courtroom, 
particularly if you have had the duty of presiding over one, you get 
a little startled with the methods that have to be pursued in order to 
achieve expedition in claims settlement. It takes a little while to get 
used to it. I don’t presume you ever get entirely use to it, because you 
have to have your guard up at all times against things that you don’t 
have to protect yourself against in a court. I think that process of 
readjustment in itself causes some delay. Maybe it did with me. 

Chairman Ricuarps. Will the gentleman yield? 

Mr. Cuatuam. Yes, I am through. 

Chairman Ricwarps. I remember seeing a report that some agency 
in settling claims over a 2-year period paid out assets of a half million 
dollars and the cost of administration was about the same amount. 

Mr. Cuaruam. I thought if it took some 90 years to settle the claims 
in Frederick to pay off that debt, that I hoped this would be a little 
more expeditious. 

Chairman Ricuarps. That is a way of saving for your grandchil- 
dren. Mr. Morano? 

Mr. Morano. I notice beginning on the bottom of page 1, and con- 
tinuing over on page 2 there is mention of the Lombardo agreement 
with Italy, and so on, and the last part of that sentence states, “Pay- 
ment of claims by Americans not specifically provided for in the 
treaty of peace.” Of course, that excludes those Americans who 
own property in Italy and had it damaged by World War II; 
wouldn’t it? 

Mr. GiLnILtLAND. To the extent that I would want to go with it, I 
would think so, yes. I suppose the exact definition might again come 
before the Commission, and I wouldn’t want to get 

Mr. Morano. There is a possibility that an American having a 
claim against the Government of Italy from damage in World War II 
could come before your Commission for relief ? 

Mr. Gruuiianp. Certainly if it happened outside of Italy. That 
is the very purpose of it. 

Mr. Morano. I mean, inside. 
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Mr. GmuuiLLtanp. My offhand reaction is not. But I wouldn't 
want to put myself in a position where somebody would read back 
the record of this committee and say that that was it. That would 
have to be studied at the proper time. 

Mr. Morano. Is there any question in this proposed legislation 
about dual citizenship ? 

Mr. GILLILLAND. aN hose questions can be somewhat troublesome. I 
don’t know that there is any particular language that goes to it. 

Mr. Morano. How eoatl you provide, for example, for an Amer- 
ican citizen who was naturalized and was making a claim against one 
of these foreign countries in which it is claimed that he was also a 
citizen of that country ? 

Mr. GiLuitiAnp. I believe it would be better if you did ask that 
question of some of the legislative draftsmen rather than do it here. 

Mr. Morano. The third question is—I am in a hurry to answer the 
rolleall—when a claim is settled—you say they are at a minimum of 
$1,000, or a maximum of $1,000 for a certain number of claims? 

Mr. GILLiLLandD. A claim up to $1,000 is paid in full. If the claim 
is $500, it would be paid in full; if $900, it would be paid in full; if 
it were $1,000, it would be paid in full. 

Mr. Morano. That would be disposed of when it is paid in full, 
that would be the end of that type of claim? 

Mr. GiuuILLANnp. I believe there is certain discretion given to the 
Treasury in this bill in a situation like that, that if it would appear 
that the number of claims were so great that there wouldn’t be enough 
money to go around, I think they have the right to limit payment. I 
think there is a little discretion given to them to protect the funds in 
such a situation. 

Mr. Morano. What about those paid the percentage? Would that 
dispose of the claim finally and completely ? 

Mr. GituiiaNnp. I think they hold their claims against the foreign 
government or debtor over and above the amount of the payments. 

Mr. Hays of Ohio. Iam sorry I was called out. I had to make an 
announcement down on the floor. I didn’t get to hear all this. I was 
interested in page 5. You say that title I of the proposed legislation 
additionally provides for the immediate vesting and liquidation of all 
Government- and corporate-owned assets of Rumania, Hungary, and 
Bulgaria. Would your organization liquidate these ? 

Mr. GriuiLLaNnp. No, I take it not. That would probably be done 
by the Office of Alien Property. I would hardly think probable that 
it would be assigned to the Foreign Claims Settlement Commission. 

Mr. Hays of Ohio. Iwas just curious about it. That isall. 

Mr. CuatrnHam (presiding). Mr. Jackson? 

Mr. Jackson. I only have one question. As I understand the pro- 

osal, assuming that an American national had a loss of $1,000, that 
1s, his entire loss was $1,000, as contemplated under the terms of this 
act that $1,000 would be paid in full? 

Mr. GILLILLAND. That is correct. 

Mr. CuatHam. What would be the situation on one who lost $1,000 
of a $2,000 investment? He would receive only up to $1,000? 

Mr. GILuitnaNnd. That is true, and the balance above that $1,000 
would be prorated with reference to the total balance of funds 
remaining. 


Mr. CuatHam. Mr. Selden ? 
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Mr. Sevpen. No questions at the moment. 

Mr. CuatHam. Mr. Adair ? 

Mr. Aparr. Thank you, Mr. Chairman. No questions. 

Mr. CuatHam. Mr. Pilcher? 

Mr. Pitcuer. No questions. 

Mr. Futon. Could you comment on how this legislation would 
affect the President’s reorganization plan? That combined the War 
Caine Commission and the International Claims Commission, didn’t 
it ? 

Mr. GintitLaNnp. That is true. I could to this extent, Mr. Fulton, 
that in the letter of transmittal that the President sent to the Congress 
to implement the reorganization plan he referred to this legislation. 
This was part of the projected legislation referred to in the letter of 
transmittal. 

Mr. Futton. To clear up one other thing, there have been questions, 
which you have referred to, among the various agencies in the executive 
department as to how this was to be done. They have continued not 
only for 1 year but for a period of years right up almost to the present. 
Is the executive department unified in its approach? That was one 
of the inferences behind my previous question as to whether this shall 
be done together, all groups placed under the same legislation, and then 
handled by the same commission. Is that the unified executive depart- 
ment approach at the present time? Can you say that officially ¢ 

Mr. GrLuitianp. I believe I can do that, yes. 

Mr. Futron. Previously we on the committee have been under pres- 
sure among these various groups of claimants as to who shall go first, 
what agency shall handle, and the various departments in the executive 
branch hav ing different ideas. 

Mr. Gruitianp. As to this particular legislation, I believe an effort 
was made to draw on every agency that might be concerned with it 
in any degree. They all took part in the writing of the draft legis- 
lation. 

Mr. Fuuron. So that questioning behind the scenes in the executive 
department is now all over? So when it comes up here to the legis- 
lative for action it is a unified policy from the executive department ? 

Mr. GiLtiLLanp. Yes. 

Mr. Futon. Thank you. 

Mr. Cuatnam. Mrs. Kelly, have you any questions? 

Mrs. Ketry. I have a few, Mr. Chairman, but if they have been 
answered while I was answering the rollcall, please do not repeat, as 
I will read it in the record. 

I don’t understand why we don’t decide to pay 50 cents on the dollar, 
or 30, or 60 across the board, either at a time we seized the property 
or including its increased valuation. I don’t understand why you 
are giving a maximum payment of $10,000. 

Mr. GILLILLANp. $1,000. 

Mrs. Kevty. $1,000. That is the minimum? 

Mr. Cuaruam. Maximum. 

Mr. GiLLILLaNnn. We pay in full up to $1,000. Above that it would 
be prorated. 

Mr. Cuatuam. By percentage. 

Mrs. Ketiy. I misunderstood the amount. 

Mr. Cuatuam. It takes care of the small claims. 
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Mrs. Ketty. Then I don’t understand why all the claims of all 
countries are not in one bill, including Germany. 

Mr. GILLiLLAND. You mean, including German claims ?/ 

Mrs. Ketuiy. Yes. 

Mr. Grmuittanp. I think it is possible that you will be hearing some- 
thing of the sort before very long. Perhaps it just isn’t ready. 

Mrs. Ketiy. Will you explain ‘ 

Mr. GILLILLAND. A measure of this kind has a great deal of scru- 
tiny in the executive branch before it comes up. Interested agencies 
are brought in to participate in the writing of the legislation. 

Mrs. Ketiy. That answer will develop later on ? 

Mr. Gitui.aNnp. I think it is possible that it will; yes. That will 
be as far as I think I would be permitted to go with it. 

Mrs. Ketty. I realize you are endeavoring to settle the claims of 
nationals at the same time, but this bill incorporates the claims of 
American citizens only. 

Mr. GituiLaNnpb. That is true. 

Mrs. Ketiy. That is all, Mr. Chairman. 

Mr. Cuatuam. Everybody except Mr. Donovan has had their ques- 
tions. 

Mr. Donovan. Title IV on the Russian claims goes back to litiga- 
tion that transpired after the recognition of Russia, particularly. in 
New York State, doesn’t it ? 

Mr. GrtmaNnp. I believe so. 

Mr. Donovan. If my memory is correct, to a large extent it involved 
the assets of certain Russian insurance companies, didn’t it? 

Mr. Gitim.anp. I think that is true, at least, in some measure. 

Mr. Donovan. As a result of that litigation, it finally went to the 
Supreme Court of the United States, where it was held that New 
York claimants against those Russian insurance companies were out 
of court because of the plea of sovereignty put in by the Government 
of Russia; isn’t that correct ? 

Mr. GitiitiaNnp. United States versus Pink ? 

Mr. Donovan. Yes. That is about the background. 

Mr. GitLILtLANp. Something like that, yes. 

Mr. Donovan. What is the difference, if I may inquire, between 
title IV of this bill and this House Resolution No. 2, introduced by 
Mr. Keogh? Is there any difference in the language of the bill under 
consideration and that of House Joint Resolution 2? 

Mr. GILuiLLAND. My recollection is that the resolution would con- 
template the possibility of payment on claims against Russian na- 
tionals who had not secured an attachment or lien. However, they 
would be junior to creditors who secured attachments 

Mr. Donovan. I don’t quite follow you. There would be a prefer- 
ence for secured creditors under the bill under consideration that is 
not in House Joint Resolution 2. 

Mr. GiuuuiLanp. No. I think under the joint resolution—this is 
my recollection—that creditors of Russian nationals who have not 
secured liens conceivably would be included. 

Mr. Donovan. Or under the resolution or bill ? 
rane, Under the resolution. Under the bill they are not 
included. 
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Mr. Donovan. In other words, the bill takes care of secured or 
preferred creditors where the House Joint Resolution 2 would bring 
in everybody, including general creditors. 

Mr. Griuiianp. I believe the resolution makes payment to unse- 
cured creditors of Russian nationals, as distinguished from the Rus- 
sian Government, possible. However, I think the resolution creates 
a preference for people who had obtained liens. What the extent 
of the practical difference is, I don’t know. 

Mr. Donovan. Does any practical difference in your mind lead you 
to prefer the bill under consideration to the provision of House Joint 
Resolution 2? 

Mr. GiLuiLLAnp. Well, I think I would rather not comment on that, 
again, because it might at sometime come back into a field of quasi- 
judicial determination before the Commission. 

Mr. Donovan. The answer to that question would put you on record 
on something that might be before you for determination later on if 
this bill passes ? 

Mr. Gituittanp. Yes. If such a question came up, I would want to 
have plenty of time to study it. 

Mr. Jackson. May L ask one further question? Realizing that some 
formula has to be established for the payment of these claims, there 
still would appear to be an element of inequity. It is my understand- 
ing, for instance, if a man had a $5,000 enterprise that was damaged 
to the extent of $1,000, let us say, he would received compensation up 
to the $1,000 figure; is that correct ? 

Mr. GILLILLANp. Yes. 

Mr. Jackson. Whether or not the enterprise might conceivably 
have been rehabilitated and still in operation. On the other hand, the 
man who had a $5,000 investment which was completely wiped out will 
still be compensated only at the rate of $1,000? 

Mr. GitumLanp. He would probably receive possibly some addi- 
tional payment over and above the $1,000. 

Mr. Jackson. Assuming there are funds to be prorated ? 

Mr. GiLLILLanb. Yes. 

Mr. Jackson. The man who suffered a $1,000 loss in a $5,000 invest- 
ment will receive the limit of compensation, while the man who is 
completely wiped out and whose need might be greater will receive 
compensation in the amount of 20 percent? I am thinking of the 
smal] claimants, and not the larger losses. 

Mr. GituiLiaNnp. I think it is true that inequities could arise under 
this bill. There is no doubt about it,in my judgment. We just have 
to devise a formula somewhere. Whatever formula we use, I think, 
will produce, any arbitrary formula, will produce a comparatively 
inequitable result now and then. I don’t know how it can be avoided. 

Mr. Jackson. I was interested in the gentleman’s comment on the 
across-the-board figure as far as small losses are concerned. I only 
throw it out as a suggestion. I know a lot of work has gone into this. 
The people who have lost the entire investment are going to suffer more 
than those who suffer only a loss percentagewise. 

Mr. Vorys. I notice under title IV, the Yugoslav claims bill, no re- 
view is permitted. The action of the Commission is final. Under title 
IT, Bulgaria, Hungary, section 200-—— 
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Chairman Ricwarps. Yugoslavia? Are you talking about the old 
one / 

Mr. GuaiLianp. That would be title I. 

Mr. Vorys. Title I is left alone, as far as I can see. In title I, 
claims against Rumania, Bulgaria, and Hungary, apparently, accord- 
ing to section 206, and the language following, rather complete and 
elaborate provisions are given for a court review. In title III, claims 
against Italy, there is no court review. Title IV, claims against the 
U.S.S. R., section 411 apparently gives no review. 

Mr. Gruuitianp. That is true. 

Mr. Vorys. Would you explain any reason for giving a court review 
in one class of claims 

Mr. GiuuitLanp. Maybe I didn’t understand it. 

Mr. Vorys. And denying it under the other three? 

Mr. GituitiaAnp. I didn’t realize any class of claims included a pro- 
vision for court review. What class did you say it was? 

Chairman Ricwarps. Mr. Gillilland, in a technical bill of this kind, 
of course you brought some assistants with you who are particularly 
familiar with various parts of the bill. Don’t hesitate to call on one 
of your assistants. 

Mr. Guumuanp. Mr. Clay has a statement that he would like to 
make. I can give the answer to Mr. Vorys’ question. That provision 
for court review goes to the vesting provisions of the bill. It doesn’t 
go to the provision for determination of claims. 

Mr. Vorys. Reading it over hastily, it appears that it has a good bit 
to do in connection with findings with the claimant, or against the 
claimant. 

Mr. GruuiLtLanp. That would be the claimant under the vesting pro- 
vision of the bill who would contend that his property wasn’t subject 
to vesting, and so forth. 

Mr. Vorys. There are provisions for some part of a court review in 
title II and none at all in the other three titles. Can you explain why 
you provide any court review in title II? If it is good one place, I 
vate why it isn’t good otherwise ? 

Mr. GiuiLtLanp. I think the inclusion of that provision in the vest- 
ing portions had best be explained by the folks from Justice and the 
Office of Alien Property, who were the draftsmen on that part of the 
bill. 

However, I would certainly say, as far as the Commission is con- 
cerned, I think it would be true with anyone with judicial or quasi- 
judicial responsibility, that it is always of considerable comfort to 
know that there is some court or other tribunal to which a disappointed 
litigant or claimant with a close case can go. It is by no means al- 
together pleasant to be the last word on one of these questions. Never- 
theless, I think the delays of appeals and injunctions, things of that 
sort, frequently tend to tie up the administration of claims programs 
and the distribution of assets for a very long period of time. — 

That is perhaps what the draftsmen had in mind when they excluded 
court review from the claims part of the bill. I think such absence 
of provision for court review is common in similar legisla‘ion, and is 


one of the things that was very hard for me to get used to. TI can see 
the reason for it. 
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Chairman Ricuarps, Mr. Gillilland, thank you. We will call you 
back. Let us have Mr. Clay come forward. 

Mr. Vorys. I would like to say that under the Logan-Walter bill 
Congress attempted to provide some sort of court review for almost 
every sort of administrative action. If you tell me now that that 
is the exception rather than the rule, I am extremely surprised. I 
thought that the Yugoslav claim bill was an exception and a viola- 
tion of the rule. It appears to me that it is proposed to have all 
these claims receive the exceptional treatment whereby in a quasi- 
judicial matter no review is given; I think that is the exception rather 
than the rule. 

Chairman Ricuarps. We are not going to review the Yugoslav 
claims bill that you didn’t like very much. That bill is already 
the law. We are going to try to get Mr. Clay to answer the direct 
question you asked just a minute ago. 

Mr. Futon. Could I have one more question on procedure ? 

Chairman Ricuarps. All right. 

Mr. Fuurton. I believe in 1954 your Commission was reorganizing 
its administrative procedures in order to hurry up the settlement 
of claims. There had been some of us complaining about the length 
of time of the claims being handled. Has that been completed ? 

Mr. GILLILLAND. You mean, has the reorganization been completed 
or have those claims loads been completed, or both ¢ 

Mr. Furron. I mean both. For example, on the Panamanian 
claims there was $400,000 to be settled by December 31, 1954. Has 
that been done? 

Mr. Guu1LaNnp. They were settled by July 1, 1954. The Yugoslav 
claims were all settled by the end of the year. 

Mr. Furron. I understood both the Yugoslav and Panamanian 
were to be settled by the end of 1954, according to Mr. Clay? 

Mr. Gitui.anp. Those claims were before Mr. Clay’s division, and 
he can give you more information. Incidentally, there was no pro- 
vision for court review of determination of the War Claims Commis- 
sion. In the international claims field we did step up procedures 
in 1954. Procedures were revised in both the international and war 
claims fields. I believe that we will complete the old war claims load 
this month very nicely, as we are supposed to do under the act of 
Congress. 

Mr. Fuiron. Under the Italian claims, we in the United States were 
falling clear behind other countries on the settlement, were we not? 

Mr. Gituitianb. I think that is true. 

Mr. Fuuron. What is the situation on that? Is that up to date 
now ? 

Mr. GirtuiLaANnp. You mean, on the ones that are being handled 
through the Conciliation Commission ? 

Mr. Futton. Yes. Are they being expeditiously handled? I think 
Mr. Morano has been interested in those claims. He is not here. 

Mr. GILLiLaANnp. I have some figures on the total. But the conclu- 
sion as to whether it is expeditious, I don’t know if I can answer that 
for you at the moment. 

Chairman Racuarps. Will you put the figures you have in the 
record ? 

Mr. Giuutianp. All right. 











FOREIGN CLAIMS SETTLEMENT COMMISSION 31 


(The information requested is as follows:) 


Report on war damage claims against Italy, Dec. 31, 1954 
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Chairman Ricuarps. Gentlemen, this is Mr. Clay, Commissioner 
of the Foreign Claims Settlement Commission. You are a Com- 
missioner ¢ 


STATEMENT OF HENRY J. CLAY, COMMISSIONER, FOREIGN CLAIMS 
SETTLEMENT COMMISSION OF THE UNITED STATES 


Mr. Ciay. Yes, sir. 

Chairman Ricwarps. Have you had any previous experience in set- 
tling claims ? 

Mr. Cuay. Yes, sir. Prior to the President’s Reorganization Plan 1 
of 1954 I was the Chairman of the International Claims Commission 
of the United States, and upon the effectiveness of the reorganization 
plan I was nominated to be a member of this Foreign Claims Settle- 
ment Commission. 

Under the jurisdiction of the International Claims Commission we 
had the two claims loads you were referring to, Mr. Fulton, the 
Panamanian claims agreement and the Yugoslav claims agreement. 
We completed those two claims programs. The Panamanian claims 
agreement program was completed June 30, 1954, and we completed 
the Yugoslav claims agreement on December 31, 1954, as was the man- 
date of the Congress. 

Chairman Ricwarps. Will you proceed? You have a statement, I 
believe. Do you prefer to read that statement ? 

Mr. Cuay. I do have a statement, and I would prefer not to read it. 
However, I would like to point up one thing that was made in the 
prepared statement for emphasis’ sake. 
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This legislation that is being proposed to the Congress is the 
cumulative effort of many long months of study and agreement within 
the various interested agencies of the Government, and represents 
what is considered to be the most equitable and fairest treatment 


available within the known limitations for the classes of claimants 
concerned. 


I would like this opportunity, if I may, sir, by your leave, to point 
up and explain some of the technical aspects and the nature and 
extent of the anticipated claims which were not completely reflected 


upon by my colleague, Judge Gillilland, or in the statement to this 
committee. 


Chairman RicHarps. Without objection, Commissioner Clay’s pre- 
pared statement will be placed in the record at this point. 
(The statement referred to is as follows:) 


STATEMENT OF HENRY J. CLAY, MEMBER, FoREIGN CLAIMS SETTLEMENT COMMISSION 
OF THE UNITED STATES 


Mr. Chairman and members of the committee, a great part of my statement 
will of necessity be repetitive of what my colleague has discussed with you. 
The proposal, concerning which we appear here today, is designed to amend the 
International Claims Settlement Act of 1949, by adding new titles II, III, and 
IV. 

Title II rel:tes to the proposal which would provide the claim settlement 
program relative to the satellite countries of Bulgaria, Hungary, and Rumania. 
These countries defaulted on their peace treaty agreements to satisfy claims 
provided for under this title of the proposal. However, those peace treaties also 
contained provisions to the effect that the assets of those countries which had 
been blocked in the United States, could be vested and liquidated, and that the 
proceeds could be applied in such way as the United States desired. 

It is now proposed to employ the assets of those countries in the compen- 
sation of claims of American nationals. I invite the specific attention of the 
committee, however, to the fact that it is proposed that only those assets which 
are Government owned or corporate owned be so used. While the scope and 
extent of the number and amounts of claims in these categories cannot be fore- 
cast with any degree of accuracy, it has been estimated that there will be filed 
4,000 claims in all categories in an amount in excess of $125 million. 

The first 16 sections of the proposal relate specifically to the manner in which 
the assets of the satellite countries should be vested and liquidated. These pro- 
visions in all probability would not be administered by the Foreign Claims Set- 
tlement Commission. The provisions are comparable to the provisions of the 
Trading With the Enemy Act and undoubtedly would be administerd by the 
Department of Justice. Accordingly, I prefer to make no further reference to 
them, and suggest to you that the representative of the Department of Justice 
may be more enlightening. 

This title provides for the establishment of three separate funds within the 
Treasury to be designated respectively the Bulgarian Claims Fund, the Hun- 
garian Claims Fund, and the Rumanian Claims Fund. It is estimated that the 
blocked assets of the 3 countries aggregate approximately $34 million of which 
an estimated $27 million constitute Government-or corporate-owned assets. Of 
the $34 million figure the Commission is advised that upward of $3 million is 
Bulgarian, $6 million is Hungarian. and $24 million is Rumanian owned. 

It is proposed that the Commission would receive and determine the validity 
and amounts of war damage, nationalization, and prewar governmental debt 
claims against the three satellite nations, and certify awards thereunder to the 
Secretarv of the Treasury for payment in a manner similar to the Yugoslav 
claims agreement of 1948. There is no provision with respect to priority in the 
processing and payment of claims under title II in the present proposal. 

This title provides for a period of 1 year within which claims may be filed 
before the Commission; and for a period of 4 years within which the program 
must be completed and wound up. 

Inasmuch as in each instance the total value of the anticipated claims will 
overwhelmingly exceed the amount of available funds it is proposed in order 
to meet hardship cases that allowed claims for $1,000 or less be paid in full, that 
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claims in excess of $1,000 be initially paid $1,000 on account, and thereafter 
payments would be made on a pro rata basis. In this respect it should be noted 
that a Claimant may have claims arising out of two or more distinct sources 
of loss or destruction. In that event for purposes of payment his award would 
be deemed an aggregate of all awards, in other words, his claim would be com- 
bined into one for this purpose. Moreover, where there are successors in interest 
to the person who sustained the loss, payment of the award shall be on the basis 
that the claim was filed by an individual claimant. These provisions are de- 
signed to preclude an undue disbursement of the limited funds available. 

If enacted, this program would be self-liquidating. As I have indicated 
earlier, the vested and liquidated assets of the satellite countries would be used 
to compensate the claims. Moreover, it is proposed to assess the funds a maxi- 
mum of 5 percent for expenses of administering the program. Assessments of 
this nature have been found practical under the War Claims and International 
Claims Settlement Acts. 

Since, as I have indicated, we are assured that in many instances the larger 
Claimants especially will not receive full compensation—all rights with respect 
to their claims over and above that which they do receive are preserved to them. 

The provision with respect to the finality of decision of the Commission has 
again been carried over from the War Claims and International Claims Settle- 
ment Acts. 

Finally, we have proposed that a 10-percent limitation be placed on fees of at- 
torneys. Such provision appears to have been acceptable to the Congress in 
relation to legislation of this type throughout the years. 

The pertinent provisions of the basic International Claims Settlement Act 
relating to administrative procedure have been made applicable to this title. 

Proposed title III of the committee print is designed to complete the compensa- 
tion of World War II claims of American nationals against Italy. It will be 
recalled that the Italian Peace Treaty obligated that government to provide a 
measure of compensation for American nationals for loss or destruction of, or 
damage to, their jroperty located within Italy by reason of military action during 
World War II. The most recent advice presently available to the Commission 
reflects that approximately 3,500 claims have been filed by United States na- 
tionals for these benefits, and that settlements amounting to approximately 11 
million lire have been paid out to claimants by the Italian Government. 

During the negotiations preceding the signing of the peace treaty the Italian 
Government reauested the return of Italian assets in the relative amount of 
$60 million which had been blocked by the United States Government. Upon the 
agreement to make such return by this Government, the Italian Government 
assumed the obligation to compensate the claims to which I have just referred. 
Moreover, pursuant to an ancillary agreement with this Government, properly 
referred to as the memorandum of understanding between the Government of 
the United States and the Government of Italy, dated August 14, 1947, and popu- 
larly referred to as the Lombardo agreement, Italy deposited into the United 
States Treasury the sum of $5 million, to be used in compensating the claims of 
American nationals attributable to Italy in which the loss or destruction arose 
outside of Italy. For instance, it is known that claims as a result of military 
operations of Italian forces in areas outside of Italy have been made. It has 
been renorted that the Italian forces inflicted the heaviest damage to property 
in Greece. It is reasonable to expect that a good percentage of claims in this 
category would be received from United States nationals who were property 
owners in that country. 

While only 50 to 60 of this type of claim are presently known, it is believed 
that from 1,000 to 1,500 additional claims will be filed in an undetermined 
amount in the event of favorable consideration of this proposal by the Congress. 

The one-year period for filing claims and the 4-year deadline for completing 
the program are comparable to the provisions I discussed in more detail with 
respect to the proposal relative to Bulgaria, Hungary, and Rumania. Similarly, 
all payments in the compensation of claims will be drawn from the Italian 
claims fund consisting of the $5 million deposited for that purpose. A maximum 
of 5 percent. would be assessed against the fund to meet the cost of administering 
the program. 

Payments again would be made in full up to $1,000; on claims in excess of 
$1,000 an initial payment of $1,000, and thereafter on a pro rata basis. 

Similar limitations would be imposed with respect to the holder of several 
separate claims, that is, an “award” would be deemed an aggregate of all awards 
to that individual. And as to joint successors in interest to an individual, their 
claims, would be treated as one. 
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The provisions for finality of decision, attorney’s fees, and those making admin- 
istrative procedural provisions of the basic act applicable are comparable to 
title II. 

Coming now to that portion of the proposal with which I am sure the mem- 
bers of this committee are quite familiar, I refer to title 1V. I invite your 
attention to the fact that in substance it is related to the subject matter of 
House Joint Resolution 130 and House Joint Resolution 49 of the 83d Congress, 
on which hearings were held by a subcommittee of this committee on March 11, 
1954. No action was taken on the bills by the full committee. Proposals similar 
to those have been introduced in the present Congress as House Joint Resolution 
2 and House Joint Resolution 46. Those bills differ in one essential 
from the proposal which we support today in that they would establish a separate 
and new Commission to process the claims, and in another that they would 
further limit the terminal dates for filing the claims and completion of the 
program. 

The program proposed under title IV provides for the compensation of claims 
of American nationals which stem principally from default on bond issues, and 
acts of nationalization and confiscation, against the Czarist and Kerensky gov- 
ernments of Russia. By virtue of this proposal compensation of nationals of 
the United States for claims, which arose prior to November 16, 1933, against 
the Union of Soviet Socialist Republics and against Russian nationals would be 
provided. These claims would be paid out of the funds resulting from the 
Litvinov Assignment made by Russia to the United States on November 16, 1933. 

As a result of an exchange of correspondence in 1933 between the President 
of the United States (Franklin D. Roosevelt) and Maxim Litvinov, People’s 
Commissar for Foreign Affairs, Union of Soviet Socialist Republics, Soviet 
Russia was recognized and diplomatic relations between it and the United States 
were established on November 16, 1933. These negotiations also resulted in the 
release and assignment by the U. S. S. R. to the United States of all amounts 
admitted to be due, or which might be found to be due, the Soviet Government 
from American nationals, whether as the successor of prior Russian governments, 
or otherwise. It was agreed that the assignment was preparatory to a final 
settlement of the outstanding claims and counterclaims between the two Gov- 
ernments. However, negotiations between the two Governments in those 
respects have so far proved unsuccessful. 

The Commission is advised that the assigned assets in the United States 
represented property and money on deposit with various banks, insurance com- 
panies, and other financial institutions as well as approximately $1,500,000 in 
postal funds. Recently, the Department of Justice completed the collection and 
liquidation of the assigned assets, by litigation or otherwise, and the proceeds, 
in the sum of approximately $9 million are deposited in a special account in the 
Treasury. 

The Congress gave recognition to the class of claims proposed and provided for 
their determination upon the passage of Public Resolution No. 36, 76th Congress, 
August 4, 1939 (53 Stat. 1199). However, the implementation of that resolution 
never became operative. I do wish to invite to your attention, however, that by 
virtue of Reorganization Plan No. 1 of 1954, the Foreign Claims Settlement Com- 
mission was established. Section 2 (d) of that plan transferred the functions of 
the Commissioner provided for under Public Resolution No. 36, 76th Congress, 
to this new Commission. This proposal, then, would give effect to section 2 (da) 
of the plan and dispense with further delay. Moreover, specific provision is made 
for the repeal of Public Resolution No. 36, in title IV. 

More specifically the proposal provides for the compensation of “first” claims 
of nationals of the United States against Russian nationals which originally 
accrued to a United States national and is evidenced by a valid judgment entered 
in a United States or State court prior to November 16, 1933, the date of the 
Litvinov Assignment, in favor of a United States national. Likewise, claims of 
United States nationals based unon liens or warrants of attachment on assets 
liquidated under the Litvinov Assignment would be honored. The second cate- 
gory of claims are those of United States nationals against the Soviet Govern- 
ment, which arose prior to the signing of the Litvinov Assignment on November 
16, 1933. 

I think that I should note at this time that for the purpose of precluding specu- 
lation in relation to any of these claims settlement programs, there has been 
inserted a provision in each title which prohibits the payment on a claim of an 
amount in excess of that last paid for it prior to January 1, 1953. This latter 
date was selected more or less at random—but because it was about that time 
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that it began to appear that some provision for compensation might in fact be 
made. 

Again the paragraph is self-liquidating since the claims would be paid out of the 
$9 million fund after the deduction of 5 percent as reimbursement to the United 
States for administrative expenses incurred in the settlement of the claims. 

It further provides for the determination of the validity and amounts and pay- 
ment of claims on the basis of the following priorities: 

(a) Payment of certain claims secured by liens on the assets, prior to the 
Litvinov assignment ; 

(b) Payment ef claims of United States nationals against Union of Soviet 
Socialist Republics, outstanding on November 16, 1933. 

The time limits for filing claims and the completion of processing are 1 and 4 
years respectively. The rates of payments are comparable to titles II and ITI, 
in that it is provided that payment be in full on claims of $1,000 or less, that 
with respect to claims in excess of $1,000, there be made an initial payment of 
$1,000, and thereafter payments on a pro rata basis within the limits of available 
funds. 

The provisions of the previous titles with respect to consolidation of multiple 
awards, and of successors in interest have been incorporated in title IV, as have 
the procedural provisions of the basic act. 

Claimants who receive payment of less than the full amount of their awards 
due to the limited amount of available funds are not divested of their rights with 
respect to the unpaid balance, and payments are without prejudice to claims of 
the United States against the Soviet Government. The best records available 
to the Commission reflect that approximately 3,000 claims may be filed under 
this proposal in an estimated aggregate of $425 million. 

In closing this formal statement, I wish to observe that the proposal as 
presented is the culmination of long months of study and agreement within 
the various interested agencies of the Government and represents what is 
considered to be the most equitable and fair treatment available within known 
limitations for the classes of claimants concerned. This does not, however, 
quite complete the World War II claims picture. Undoubtedly, this committee 
is advised that recent conversations between representatives of the Govern- 
ments of the United States and the Federal Republic of Germany culminated 
in an announcement that certain proposals would be made to the Congress con- 
cerning World War II claims of United States nationals which are attributable 
to Germany and for other purposes. It is understood that these proposals will 
be shortly forthcoming. 

Mr. Chairman, I have here attempted to furnish the details of the proposal 
before your committee. I am certain that many technical questions will arise. 
We of the Foreign Claims Settlement Commission appreciate this opportunity 
to appear before you and within our ability will readily furnish any further 
information you may require. 

Chairman Ricuarps. Mr. Clay, you wish to proceed with the dis- 
cussion of certain provisions of the bill which you would like to par- 
ticularly point up; is that correct ? 

Mr. Cuay. Yes, sir. 

Chairman Ricuarps. There is no objection. Proceed. 

Mr. Cray. The analysis of the claims estimate has been obtained 
from various materials and other information recently gathered from 
the Department of State and from other sources that have been ac- 
cumulated over a period of time. 

The information relative to the three satellite claims funds are de- 
rived from reports by United States Embassies in those countries early 
in 1950 pursuant to a request from the Department of State for in- 
formation regarding claims asserted prior to the peace treaties of 
1947. 

These reports show a compilation of information derived from 
claims filed with the appropriate American Embassies or directly 
with the satellite countries involved. 

With respect to each of these satellites, the law would provide claims 

ategories under the heading of “War Damage, Nationalization, Ex- 
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propriation and Pre-War Governmental Debt Claims.” As an illus- 
tration of the latter type there would be the Hungarian Government 
bonds claims. 

In this regard, I might say that there is virtually no information 
as to the nature or the extent of claims that may be submitted under 
this program. It does appear, however, that this will represent a sub- 
stantial number of the potential claims. In most of the cases the 
claims were originally asserted in the terms of the applicable foreign 
currency. The appropriate conversion factor of itself may therefore 
be a significant problem in the determination of these claims. As an 
example, in connection with the Bulgarian claims program, a conver- 
sion ratio of 285 leva to the dollar was used. This was the current 
commercial rate in Bulgaria in 1950. At the time the diplomatic rate 
of exchange was 450 leva to the dollar, and 1,000 leva to the dollar 
approximated the actual purchasing power of the leva. 

These figures, in any event, are subject to so many qualifying fac- 
tors that they are almost meaningless for information of the commit- 
tee; however, I suggest them as they are the best information that there 
is available. 

It should be noted that the war damage claims, so to speak, are iden- 
tified with the provisions of the treaty. By taking the qualifications 
under the treaty as the basis upon which claims shall be received, 
the claimant would necessarily be required to be a national of the 
United States at the date of the wartinlar armistice. The three satel. 
lite countries of Bulgaria, Rumania, and Hungary have three different 
dates as to the armistice. The Bulgarian armistice was signed on 
October 18, 1944; the Rumanian armistice was signed on September 12, 
1944; the Hungarian armistice was signed on January 20, 1945; and 
the date of the respective signing of the treaties at Paris, France, 
on February 10, 1947, which came into effect and into force on Sep- 
tember 15, 1947. In other words, under this bill the claimants would 
be required to be nationals of the United States on the date of the 
signing of the armistice and on the date of the signing of the treaties 
of peace at Paris on September 15, 1947, and on the day that they 
filed their claims with this Commission. 

Chairman Ricuarps. That just applies to what ? 

Mr. Cray. That is the three satellite claims. 

Dr. Buttock. Just the war claims. 

Mr. Cray. That is as far as the war claims are concerned. I will 
now go into the nationalization claims. 

The nationalization claims, however, would have a different inter- 
pretation for disqualification inasmuch as they would necessarily fall 
within the purview of international law which, in effect, would re- 
quire that the claimant be a national at the time of taking. That 
problem, as you gentlemen know, has raised various arguments 
amongst claimants and in the decisions that have been issued by the 
Commission as to what is the actual date of taking. 

Under certain circumstances involved in these three claims funds, 
the time of expropriation could very well have been at a time which 
would be subsequent to the effective date of the treaties of peace which 
came into force on September 15, 1947. In other words, it is con- 
ceivable that there were expropriation or nationalization statutes 
passed in these countries after the treaty date. 
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If the claimant were a citizen of the United States at the date of 
that expropriation or nationalization, he would be a qualified claim- 
ant He os this claims program. As we found in administering the 
Yugoslav claims agreement, the question of nationalization provided 
the Commission with many knotty problems in determining precisely 
the date of taking. The date of nationalization, as such, was a rela- 
tively simple matter to determine; however, what constituted the date 
of taking was found to be of no simple disposition. 

In view of the fact that there has been interest in connection with 
the claims against the Soviet Government, we feel no adequate treat- 
ment of such proposed programs should go by without a complete 
analysis of the potential claim load involved. 

Awards under this title would be paid on a priority basis, with 
judgment or attachment liens of the United States nationals against 

ussian nationals getting a first priority. There are only a few claims 
that would fall within this category, and it should be a rather simple 
duty for the Commission to dispose of them. The remainder of the 
fund would go to the payment of awards on some $75 million of re- 
pudiated Imperial Russian Government bonds, under a category in- 
volving about $350 million, more or less, for the nationalization or 
confiscation claims, which would be broken down into the following 
categories : 

Approximately $115 million for real and personal property, $210 
million involving bank deposits, debts of Russian Government or 
other bonds, approximately $2 million, and the miscellaneous group 
of Seanenincaat $9 million. All these appear to aggregate in the 
amount of what we anticipate of about 3,000 claims. 

As indicated, a larger percentage of the potential claims in this 
area would apparently be represented by approximately $75 million 
of Imperial Russian Government bonds. There has been a fairly 
active market in these bonds from time to time. So there is no way 
of ascertaining at this time how these bonds are now held or how many 
individual claimants would be involved in these bond claims. How- 
ever, it is my personal opinion that the bonds are not widely held. A 
lot of them have been bought up by speculators. We feel that there 
would probably be, upon the information from banks and other 
sources, relatively few claims that would fall within this precise 
category. 

If this appraisal is correct, it is a fair estimate that the bulk of 
claims will fall under the nationalization or confiscation category of 
claims. 

As far as the Italian claims are concerned, you have been advised 
that there is a fund of $5 million which would be available for these 
claims, less a deduction of 5 percent for the expenses of administra- 
tion. There is considerably less information available regarding the 
potential claims in this area than there is in any other of the claims 
areas. 

As to these claims asserted under this agreement, only a small num- 
ber have been filed with the Department of State, which aggregated 
approximately $1,500,000. However, we understand that there are 
approximately 100 claims which have separately been presented to 
the Embassy in Rome for espousal under the peace treaty, and which 
were rejected on grounds that they did not come within the scope of 
the treaty. I think those might have well been the type of case which 
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Mr. Morano made reference to. Presumably, some of these claims 
would be covered by the provisions of the Lombardo agreement. How- 
ever, there is no indication as to the value of the these claims, but a 
parently they would be fairly substantial, inasmuch as they would 
involve types of claims involving shipped cargoes, seizures of vessels 
by the Italian Navy outside the territorial waters of Italy, which were 
never actually brought into Italian waters. 

We have no way of guessing at this point other than on the basis 
of these figures stated as to how many such claims will be filed, at 
least, not until the legislation has been passed, and the word of mouth 
of the passage of such legislation gets around among these groups in 
various sections of this country. 

As an interesting illustration, you recall that a number of claims 
filed under the Yugoslav Claims Agreement were denied on the ground 
of loss of claimant’s property while located in Yugoslavia was attrib- 
utable to action by the Italian military forces. Claims of this type 
were denied by this Commission, but it is possible that this is another 
illustration of the kind and the type of claim that would be compen- 
sable under this title pursuant to the Lombardo Agreement. 

Mr. Chairman, that is my appraisal of the general factual situation 
under these three titles, titles II, ITI, and IV. If there are any ques- 
tions from the committee, I would be very happy to try to answer 
them, sir. 

Chairman Ricwarps. Thank you, Mr. Clay. As you know, your 
complete statement has been incorporated in the record. There are 
some questions on particular points that the committee seems to be 
interested in. Mr. Gordon, do you want to ask any questions? 

Mr. Gorpon. There is one point, Mr. Chairman. You spoke of $5 
million. Does that take care of all the claims for property damage 
in Italy? 

Mr. Cray. Mr. Congressman, this Lombardo Agreement which was 
entered into between this Government and the Government of Italy 
involved the return of some $60 million of assets that were held in this 
country. In the course of the agreement, in order to obtain the release 
of these funds, there was an agreement by Italy to place a fund avail- 
able for American nationals who would not be covered by the treaty 
of peace with Italy. The treaty of peace provided for compensation 
to American nationals whose property was either damaged by war, 
expropriated in one way or another within the territory of Italy itself. 

This would provide for war damage and other takings outside of 
the territory of Italy. 

Mr. Gorpon. That answers my question, Mr. Chairman. 

Mr. Vorys. Mr. Clay, perhaps you have in your statement, or Judge 
Gillilland had in his statement, an estimate of what the 5-percent 
expense fund would amount to. What would that be under this 
legislation ? 

Mr. Cuay. The satellite fund would aggregate approximately $34 
million. Title IV 

Mr. Vorys. You have the details there? 

Mr. Cray. Approximately, 9. Lombardo, 5. It would be 5 per- 
cent of the aggregate of those 3 funds. 

Mr. Vorys. You certainly must have figured out what the amount 
would be in preparing to present this to Congress. 

Mr. CuatHam. $2,400,000. 











we Sr we 





FOREIGN CLAIMS SETTLEMENT COMMISSION 39 


Chairman Ricuarps. It wouldn’t be that much. 

Mr. Jackson. $170,000 on the satellites. 

Chairman Ricwarps. Would it be $1,700,000 ? 

Mr. Jackson. That is right. 

Mr. CuatHam. And $14 million more, making $2,400,000 on the 
whole works. 

Mr. Vorys. One thing we want to know when legislation comes 
up here is what it is going to cost. As Judge Gillilland pointed out, 
in striking a sentence out of his statement, this is money we are talking 
about that has to be appropriated, and therefore we want to know 
what the cost of it is going to be, in money that would be available for 
something else if it weren’t spent on expenses. 

Will you figure out for us the kitty that will be established through 
this 5 percent, and then are you prepared now to tell us what the an- 
nual cost of your Commission and its employees would be, so we can 
see about how long it will run? 

Mr. Cray. We have undertaken to project the claims load and the 
cost of administering these various programs. I do not have these 
figures available at this moment. As a matter of fact, they are not 
completed. I would be very glad to submit them to the committee 
when they are completed. I might say that the figure of 5 percent 
has been arrived at over the period of experience in administering 
the various war claims funds, the Yugoslav Claims Agreement and 
the Panamanian Claims Agreement, that those figures fell within 
pretty much the requirement. 

As you recall, under the Yugoslav Claims Agreement, the initial 
legislation provided for 3 percent. It became crystal clear after the 
administration of the program for 214 or 3 years that the 3 percent 
was not adequate to establish the necessary field office for investiga- 
tion and for the processing of the claims here in Washington. 

Mr. Vorys. A lot of things became crystal clear in that Yugoslav 
claims deal. It seems to me you ought to have right here, right away, 
the statement on what this amount is going to be, so that we don’t 
all have to try to figure it, and the cost. 

Mr. Cray. I think the request is not only reasonable but is something 
that you very definitely should have. But the problem involved is 
that we have no precise way of knowing what the exact extent of the 
claim load is going to be under the various titles. We have given you 
facts in relation to Rumania, Hungary, and Bulgaria that were 
gathered by the State Department from the three embassies in 1950. 
Since that time we have had no way of officially determining exactly 
how many claims are pending, and certainly until the legislation is 
passed we have no idea as to how many additional potential claimants 
there might be. 

At best, we could project what the cost would be on the list that 
we have available, which, as I say, has come from the State Depart- 
ment and dates back to 1950, but that I don’t think would be a fair 
reflection upon the administrative cost burden that would be reflected 
when the legislation is actually passed. That I think will properly 
come up before the Appropriations Committee as this program 
progresses. 

Mr. Vorys. I think it will come up before this committee. 
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Mr. CuatHam. You can go at it the other way, too. You would 
like to know what the present annual cost is of running this Commis- 
sion. 

Mr. Futton. I can give you some figures on that. 

Mr. Vorys. We are presented here with a bill, with a draft bill that 
says 5 percent here and there in it. I would like to know how much 
that would amount to, and how much is the annual cost of running this 
Commission, and how much experience has shown that you have to 
spend to investigate so many claims, and so forth. It is the sort of 
information that I thought would be presented this morning. 

Mr. CuatHam. You can get the annual cost of running the Commis- 
sion uptodate. Butthe other thing is certainly an imponderable, 

Mr. Futon. Could I be heard on that for a minute ¢ 

Mr. Vorys. I yield. 

Chairman Ricwarps. Do you want to ask anything else, Mr. 
Chatham ? 

Mr. Cuatuam. That is all. 

Mr. Furron. On that point, Mr. Clay, I believe the Commission has 
received during fiscal 1954, $220,000 for the running of the Commis- 
sion; is that not correct ? 

Mr. Cray. That was the last quarter; $915,000 was the entire cost of 
operation of the Commission for fiscal 1954. 

Mr. Fuuron. Didn’t you get an amendment that gave you $220,000 
more than 

Mr. Cray. That was a supplemental for the last quarter. 

Mr. Fuuron. So $915,000 was for the year? 

Mr. Cray. That is correct. 

Mr. Futon. I thought that $220,000 was for fiscal 1954? 

Mr. Cuay. No, sir. This figure of $915,000, if I properly under- 
stand it, and I have Mr. Gootenberg from the Budget here, was the 
cost of administering the war claims. 

Mr. Fuuron. The Commission settled $586,000 worth of war claims, 
and were your expenses for the period of handling those claims for the 
Commission $504,000 ? 

Mr. Cray. No, sir; that is not correct. That was for the Interna- 
tional Claims Commission for the period from approximately 1949 
until approximately September of 1953. The Commission had been 
in existence—— 

Mr. Fuuron. You were activated in August 1950. So it was from 
August 1950 on through 

Mr. Cray. Up until the time of the reorganization of the Commis- 
sion the costs were precisely the figures you suggested. But that was 
up until the redesignation of the International Claims Commission. 

Mr. Fuxrron. What you have done from August 1950 until this 
period in 1953 that you speak about was that the Commission had 
simply settled 508 Yugoslav claims and no Panamanian claims what- 
ever ¢ 

Mr. Cuay. That is right. 

Mr. Fuuron. The cost of the Commission for that same period was 
in the amount of $504,000, if I recollect ? 

Mr. Cray. Yes, sir, 

Mr. Futron. Then, in addition, there had been appropriated for the 
fiscal year 1954, $220,000, and then you say that the total for running 
the Commission in all of 1954 is $900,000 ? 
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Because you had then in front of you $17 million of Yugoslav 
claims, $400,000 worth of Panamanian claims, and you were al- 
ready spending almost a million dollars in administrative expenses 
in 1 year, fiscal 1954¢ 

Mr. Cuay. Yes, sir. I think I can clarify that. You have two 
types of claims here, though, Mr. Fulton. You have the war claims 
program, which was your prisoner-of-war claims, and then you have 
your property claims, which were administered by the International 
Claims Commission. 

Prior to July 1 you had the two Commissions, the War Claims 
(Commission for prisoner of war claims, generally speaking, and you 
had your International Claims Commission for the property claims. 

Mr. Fuuron. Actually, there has been a good bit of complaint about 
the delay of the administration of the claims and the payment of 
them, and the fact that in some instances we are behind other coun- 
tries that have similar claims; and secondly, there has been real com- 
plaint about the detail required and the redtape and procedures to 
prove the claims. So, first, is the administration expedited, and sec- 
ondly, is the procedure being streamlined and shortened ? 

Mr. Cray. Mr. Fulton, at the expense of being immodest, I was 
uppointed to the International Claims Commission on March 4, 1954, 
at which time the situation was precisely as you suggest. 

Mr. Furron. And you said to me in April it was that way. 

Mr. Cray. We completed the Panamanian claims agreement within 
®) days upon the reorganization. 

Mr. Fuuron. And you had thought then you would complete it 
by December 31, 1954. So you are right on that. 

Mr. Cray. The Yugoslav claims agreement, there were still at 
least two-thirds of the claims to be disposed of from March 4 to 
December 31. I think at that time I mentioned to you that I felt 
with a proper appropriation, and with the opportunity for the Com- 
mission to proceed unhampered, we would complete those programs 
in the 9-month period. Those claims were completed December 31, 
1954. 

Mr. Furron. That was good work. John Vorys and I had been 
very interested in the administrative costs of handling the Philip- 
pine War Damage Commission. We had argued back and forth about 
it quite a bit. It finally ended up that we gave them 4 percent 
on the total gross amount of money that was in the pool for distribu- 
tion among the claimants. We authorized, I believe, $16 million, 
but we felt they should do it for less. 

Chairman Ricwarps. Who authorized it, you and Mr. Vorys? 

Mr. Futon. The committee authorized it. The amount that that 
was done for was somewhere, I believe, John, between $11 million 
and $12 million on $400 million worth of claims. 

The point that I am sure Mr. Vorys is interested in, as well as my- 
self, is what will this cost in administrative expenses, because so far 
the Commission’s costs are very large costs. 

Mr. Cray. I can only repeat for emphasis’ sake, Mr. Fulton. that 
here you have a somewhat distinguishable situation. You have three 
countries behind the Iron Curtain. You have Italy, and you have 
Kussia. In connection with Russia, a great many of these claims arose 
prior, during, and shortly after World War I. The problems from 
a legal point of view, of decedent state law, identifying the proper- 
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ties involved will be, as we have found in other situations, extremely 
technical and make a difficult situation in administering the claims. 
We have found that some of the large claims involving a half million 
dollars or more are much simpler to administer than some small 
agrarian claim that may have difficult questions of nationality, ex- 
propriation, decedent state law, and the like, involved. 

Mr. Furron. We are interested in expeditious handling without too 
much redtape, at a low administrative cost, I believe, in getting these 
people their money. 

Mr. Cuay. That istrue. But, Mr. Fulton, you must remember that 
the eyes of many other countries are on this Commission from a point 
of view of legal precedent. We are establishing international law in 
determining these cases. We have imposed on us the duty of—well. 
it is beyond, it would seem, in some cases a greater duty than would 
be imposed on any ordinarily constituted court of law to make findings 
of fact and conclusions of law that are final and binding. It is a tre- 
mendous responsibility. 

I am sympathetic and wholeheartedly in agreement with Mr. Vorys’ 
position on that. Nevertheless, that has been the experience through- 
out the entire handling of claims, from the French spoilation claims 
right down to the present day. We must be sure that we are right. 

Mr. Fuuron. We have had such good experience with the Philip- 
pine war damage claims, the quickness of handling them, closing them 
up and having them over with. It was done cheaply from an admin- 
istration point of view, and I believe that is a measure or standard 
that should be set “ in this particular instance. 

Mr. Cray. In rebuttal, to this particular instance, there are five 
countries involved. That would be 5 different divisions and 5 different 
types of offices that would be required to administer those claims. 

Chairman Ricwarps. Let me say right there what I want to know 
is this, you have four titles under this bill. Some people are contend- 
ing that you could operate more cheaply and get quicker action by 
segregating some of these titles under separate commissions. What 
is your setup for handling this? Will you take title I, title II, title 
ILI, and title IV in order and make people wait, or will you have sec- 
tions of your outfit working simultaneously? What are your plans? 

Mr. Ciay. We found under the operation of the Yugoslav claims 
agreement that one of the big problems involved was getting together 
a sufficiently qualified staff to administer these international claims. 
This is a specialized field of the law; to get lawyers out of Government 
or from any other sources takes time. Our program is to receive this 
package of legislation and break it down into divisions. There would 
be a Rumanian claims division. There would be a Hungarian claims 
division. There would be a Bulgarian claims division; a Litvinov 
zssignment division. There would be a Lombardo division. They 
would be comprised of these experienced attorneys that are already 
on the staff and will be available to this Commission upon the com- 
pletion of the various war claims funds, a majority of which will be 
completed by March 31 of this year, and all of these new claims pro- 
grams could go forward at the same time. None will be given a great 
precedence over the other. Maybe some claims will be easier to de- 
termine than others. But, nevertheless, we are set up administratively 


to proceed with the claims at the same speed as the next claims 
program. 





ly 
1s. 
on 
all 


x- 


Se 


at 
nt 
in 
ll, 
Id 
gs 
2- 


ys’ 


h- 


ns 
p- 


n- 


rd 


ve 
nt 


yw 
d- 


XY 
at 
le 


3? 
ns 
er 


nt 
1s 


ns 





FOREIGN CLAIMS SETTLEMENT COMMISSION 43 


Chairman Ricuarps. Do you think you could proceed with greater 
speed than an independent commission could proceed on any 1 of 
these 4 titles? 

Mr. Cay. Based upon the experience of the Commission, my answer 
would be yes, that we could. I might just say, Mr. Fulton, if I may 
to you, on the administration of the war claims program under the 
War Claims Act, that the administrative costs of those programs have 
been about 2 percent. 

Mr. Fuuron. Could I comment on your 

Chairman Ricuarps. Just 1 minute. I will call on Mr. Hays. 
Did you want to ask a question / 

Mr. Hays of Arkansas. I have one question. It isn’t clear to me why 
you distinguish between individual and corporate. What is the basis 
for blocking one and not blocking the other ? 

Mr. Cray. I think that is a matter that should best be handled by 
the Department of State, Mr. Congressman. I am not in a position 
to comment on that. There will be representatives of the State De- 
partment before you, and I think that matter might well be taken up at 
that time, and possibly off the record. 

Mr. Hays of Arkansas. Neither of your statements cover that ? 

Mr. Cuay. That is correct. 

Chairman Ricuarps. I want to find out who at the other end of 
the table would like to ask some questions. 

Mr. Donovan. Was there some news last week with respect to these 
Yugoslav claims you passed on, that the Treasury Department had 
held up payment on them ¢ 

Mr. Cray. Mr. Donovan, this Commission has been served with 
several lawsuits by claimants before the Commission under the Yugo- 
slav claims agreement whose claims were denied. They seek various 
types of relief. I don’t believe they seek to disturb any findings of 
fact or conclusion of law of the Commission, but they seek to have 
the Commission give further consideration to their claim. On the 
basis of those claims 

Mr. Donovan. You mean the lawsuits? 

Mr. Cuay. Yes. The Secretary of the Treasury was sought to be 
enjoined from the payment from the Treasury of any further funds 
until a court of law could determine these complaints. 

Mr. Donovan. I thought it was testified to here that the findings 
of this Commission with respect to Yugoslavian claims was final and 
there was no court review any place? 

Mr. Cray. That is as the law is written, yes, sir. 

Mr. Donovan. How long will these lawsuits hold up the final dis- 
position of the claims that you have already decided upon ? 

Mr. Cuiay. Mr. Donovan, that would be a determination by the 
Department of the Treasury, because we have completed the work 
on the program. We have certified all the awards to the Treasury 
Department. 

Mr. Donovan. That would be a matter of speculation. You don’t 
know how long the lawsuits will continue ? 

Mr. Cray. No. 

Mr. Donovan. Could this bill be amended, or something be put 
in it to take care of exigencies or emergencies like that in the future? 

Mr. Cray. In what regard, Mr. Donovan ? 
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Mr. Donovan. So that claimants who have their awards granted 
by you won’t be held up indefinitely in the payment of their money ? 

Mr. Cray. I wouldn’t want to comment. That would be a matter 
for the committee. These claimants have employed attorneys. They 
know the manner in which they can go about getting their money, 
if they care to. Undoubtedly, they probably will do that. 

Mr. Donovan. Lawsuits like these, those that we are talking about 
which are pending, the expense of this Commission goes on and on 
and on, doesn’t it ? 

Mr. Cray. To this extent, that we necessarily must sit down with 
the Department of Justice and the appropriate United States at- 
torney and discuss the handling of the case with him, and go over 
our files with him. We do, and I do, from time to time discuss the 
problem with the United States attorney. 

Chairman Ricwarps. Is there some way where you could put this 
money that was held up by the court in escrow somewhere and wind 
up the work of the Commission itself? 

Mr. Cray. As far as the Commission itself is concerned, the work 
on the Yugoslav claims agreement has been completed. I understand, 
however, there is available under the United States Code a provision 
which would provide for the Treasury to deposit this sum with a 
court of law. In due course the court would distribute it. 

Mr. Donovan. You would be out of it? 

Mr. Cray. Yes, and the Treasury Department would be out of it. 

Mr. Furron. Actually, you have moved in and are getting things 
in order, aren’t you? Because prior to your coming in for 9 months 
there were no decisions whatever on the Yugoslav claims issued by 
the Commission, from mid-June of the previous year of 1953 until 
you got in? 

Mr. Cray. That is right. 

Mr. Futon. Actually, for 9 months there were no decisions made 
at all. For example, before you got in on the 67 Panamanian claims, 
there was no decision made, and you cleaned them up within 90 days, 
didn’t you? 

Mr. Ciay. My comment to that would be self-serving. 

Chairman Ricuarps. I don’t think you should refuse any honors 
and decorations. 

Mrs. Ketiy. There was preparatory work up to that time of the 
work involved, because I had several in my district. There was some 
work done. I had followed it through for that period of time. 

Mr. Furron. From the period of 1930 to 1953 there was preparatory 
work on many types of these claims, a period of 23 years. 

Mr. Jarman. Mr. Chairman, we have had some strong arguments 
for the proposed legislation. The one question I would like to ask 
Mr. Clay is, What opposition is there to what is proposed in this bill 
before the committee or do you know of any opposition ? 

Mr. Cray. As far as the administration is concerned, there is no op- 
position among the governmental agencies. You do have resolutions. 
There is presently a Resolution 46 before the committee which would 
provide for the severance of title IV of this proposed legislation. 
That is about the only opposition I know to the present bill as it is be- 
fore you, sir. 
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Mr. Jarman. As the chairman pointed up with his questions, as to 
whether it should all be included in the jurisdiction of one commis- 
sion ? 

Mr. Cray. I think that is precisely the issue, yes, sir. 

Chairman Ricuarps. There are some Members of Congress w vho 
have introduced legislation dealing with claims which is before this 
committee, Mr. Keogh, Mr. Kearney. Mr. Keogh has a very im- 
portant meeting at 2, a meeting of the Ways and Means Committee 
in executive session. I think we will hear from him. We will call Mr. 
Clay back later on. 

Congressman Keogh, will you take the stand, please? We are hon- 
ored and glad to have you before us today. I presume you are in 
accord with all the provisions of this bill) We would like to hear 


you. 


STATEMENT OF HON. EUGENE J. KEOGH, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Kroan. I want to express my appreciation for the too infre- 
quent opportunity to come before this great committee, around the 
table of which sit so many leaders of the House. 

I am sure that the chairman’s assumption of my agreeing with the 
provision of the pending print will not be binding upon me, if they 
are not binding upon you. 

Chairman Ricuarps. Nothing is binding on you. 

Mr. Keocu. Thank you very much. For a number of years past my 
colleague, Representative Kearney, of New York, and I, and prior to 
that Representative Kearney and the late Representative Byrne of 
New York, have been submitting for the learned consideration of this 
committee a resolution, the purport and objective of which is to imple- 
ment the act of 1939 with respect to the disposition of the claims 
arising out of the expropriation and nationalization by the now Union 
of Soviet Socialist Republics, all of which preliminarily was made 
possible by the execution of the Litvinov Assignment, which was one 
of the corollaries of the recognition by our country of the Soviet Union 
in 1933. 

I understand all the funds that would be made available to the 
claimants under this Litvinov Assignment have been in the possession 
of the Treasury Department and amounts to about $9 million. 

We had in the 82d Congress a very full and complete hearing before 
a subcommittee of this committee, chairmanned then by the distin- 
guished Representative from Illinois, Mr. Gordon, and in the last 
Congress we had an equally full and learned consideration of our 
pending resolution by the subcommittee headed by the Representative 
from Pennsylvania, Mr. Fulton. 

During the course of those hearings, and following the first, there 
were suggestions with respect to necessary amendments to the resolu- 
tions that were pending before the committee. Those amendments 
were offered, I think, by the—I am sure, Mr. Chairman, you will not 
mind if I should lean lightly on my colleague, Mr. Multer—Depart- 
ment of State, the Department of Justice and the Treasury Depart- 
ment. 
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The resolutions that are now before this committee with respect to 
this type claim are embodied in House Joint Resolution 2, which my 
good friend Commissioner Clay was unkind enough not to mention, 
and House Joint Resolution 46, the first by me and the second by 
Representative Kearney. 

There is a companion resolution pending before the Foreign Rela- 
tions Committee of the Senate in the form of Senate Joint Resolution 
49 by Senator Mansfield, of Montana, whom some of you older mem- 
bers will recall as a distinguished member of this committee. 

I should not take the time of the committee to go into the details 
of the resolution, because I am sure you will hear Mr. Multer, the 
Representative from New York, who has evinced keen knowledge of 
this subject. 

I should like, Mr. Chairman, to point out the fact that I think per- 
haps inadvertently but nevertheless in his fine, intelligent way Commis- 
sioner Clay has really pointed up to your committee where the pending 
print with particular reference to title 1V should be given the serious 
consideration of this committee. 

Either 1 or 2 things should happen. Either title IV should be 
stric men from the pending committee print and House Joint Resolution 
46, or 2, whichever one you prefer, should be reported favorably by this 
pg or in the alternative, the language of title IV of the 

ending committee print should be stricken, and in lieu thereof the 
Cen of either one of the joint resolutions should be substituted. 

Mr. Clay indicated that with respect to the Litvinov claims there 
will be many problems that would call for experienced and learned 
international lawyers and claims examiners. He pointed to the age 
of the claims. I call your attention to the fact that they all arise 
prior to the date in 1933 when the recognition became effective and 
the assignment was executed. He pointed to the many and compli- 
cated legal problems that would necessarily arise from the prosecution 
of claims of that age. He pointed also to the fact that the Yugoslav 
claims which his Commission expeditiously processed and passed 
on have bogged down in the Treasury Department on what most peo- 
ple, I think, are willing to contend is a relatively tenuous legal propo- 
sition. 

All that leads me to my conclusion, that you are addressing your- 
selves with respect to title IV of the bill to a class of claimants that 
are entirely separate and distinct from either 1 of the other 2 
classes of claimants, either the Italian claimants or the so-called 

satellite claimants. You are addressing yourself to implementing the 
will of the C ongress expressed and executed as far back as 1939. You 
are simply implementing the resolution that was adopted then. 

The claimants are, in our opinion, fairly readily, easily and quickly 
ascertainable. You are not throwing them in under a commission 
that is concerned with the claims that have arisen in so many ways 
and which are included in the other two classes. 

We say that if our country meant anything when it recognized the 
Soviet Republic i in 1933 and laid down as a condition the execution 
of this assignment, we are now about 20 years late in recognizing 
the rights of the American nationals involved. 

We say, with all due regard to the great work that the Foreign 
Claims Settlement Commission has done since its revitalization and 
reorganization, with the great help of a great New Yorker in the 
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person of Commissioner Clay, that title IV should be treated sep- 
arately and apart from all the others. If you do that, I think substan- 
tial justice will be done in a complicated international field that will 
do great credit to this great committee, Mr. Chairman, and to the 
Congress. 

With that, I shall again express my appreciation for this oppor- 
tunity to come before the committee, and I will feebly and meekly 
and with great humility undertake to attempt to answer any questions 
that might be put to me. 

Chairman Ricuarps. Mr. Keogh, we want to thank you for coming 
over here and discussing the provisions of your bill and Mr. 
Kearney’s bill. Needless to say, we have the profoundest respect for 
you and your legal background. Outside of the question of whether 
you would handle this matter through this overall commission or 
through a separate organization, what is the basic difference between 
your bill and title 4 of ‘this overall bill ? 

Mr. Keoen. It is just the difference, in my opinion, between a 
little man and a great big giant. Commissioner Clay has pointed 
out that it is contemplated by them that under this organization of 
the giant there will be set up little separate entities that are divisions, 
I think he called them, but they are in fact commissions. He said 
that their plan was to move all the claims along together. How are 
you going to move the claims along together when one section of 
them, title IV, are claims that have arisen over 20 years before most 
of the others, where the funds out of which the claims will be paid 
have been reduced and in the possession of the Treasury Department, 
and you are just waiting for determination of relatively simple, in 
my Opinion, propositions. These are claims that arise prior to the 
recognition of Russia in 1933. 

Chairman Ricwarps. Are there any other differences in the way 
these claims would be paid, the priorities ? 

Mr. Krocu. There is one vast difference in the language of the 
pending print, and that is the Commission seeks the right to adjudi- 
cate the claims covered by it, which would therefore include these 
Litvinov claims in 4 years subsequent to the enactment of the legis- 
lation. 

The basic law, the law of 1939, allowed them 2 years. They are 
asking for 2 additional years. I might pass as much as possible the 
question of any technical differences of title IV of the pending bill 
and resolution to Mr. Multer, but what we seek in our resolution is 
simply to pick up the resolution of 1939 and implement it effectively, 
so that the claims may expeditiously, economically and fairly be 
clisposed of, 

Chairman Ricuarps. You have mentioned in your testimony that a 
subcommittee was appointed, I think, in both the 82d and the 83d 
Congress. What was their report ? 

Mr. Crawrorp. Hearings were concluded; no reports were made. 

Mr. Furton. May I comment on that ? 

Mr. Kroeu. My recollection is that we were successful in arranging 
the hearing before the subcommittee in the 82d Congress shortly 
before the termination of that Congress. We therefore do not im- 
pute any carelessness or negligence on the part of the subcommittee, 
or this committee, for not having acted on the resolution during that 
Congress. 
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Chairman Ricuarps. What about the 83d Congress? 

Mr. Krocu. To a large measure, the same reasons would apply, 
Mr. Chairman, that, if I may be permitted to suggest, the preoccupa- 
tion of some of the members of thie committee who were on the sub- 
committee with what were probably far more important problems. 

Chairman Ricwarps.: It is a very difficult subject, and there was 
little time to finish the work. 

Mr. Kerocn. I appreciate that. 

Mr. Fuuron. May I point out that probably a good bit of the trouble 
is stated in the statement of Judge Gillilland on page 3 : 

Time did not permit the previous administration to develop an executive branch 
position on the subject, but in the past year, as a result of months of interagency 
conferences and studies, the executive branch took a position favoring enactment 
of legislation providing for the payment of that portion of such claims included 
in this bill. 

The trouble was that at the executive level the agencies could not 
agree as to what order the various claim bills would go through, noi 
how they would be handled. As the Chairman will recall, I was spe- 
cific in asking Judge Gillilland, and Mr. Clay, is there not a set, wni- 
fied executive policy on these claims; because if there is, we can imple- 
ment them, otherwise, we can’t. 

Chairman Ricuarps. Let me say right here that I just wanted to 
keep the record straight. There was no intention on my part to reflect 
on the work of either subcommittee, that of Mr. Gordon or that of 
Mr. Fulton. I merely wanted to show that no report had been filed, 
so that the committee itself would understand why it hadn’t been 
brought to the attention of the full committee. That is all I wanted 
to do. I know it to be a fact that both Mr. Gordon and Mr. Fulton 
worked hard on this matter. 

Mr. Fuuron. We worked hard on it. 

Mr. Keroegu. I am sure that I need not, but. I would like the record 
to indicate expres.iy that I did not mean to imply any criticism of 
those subcommittees. 

I would like to point out further, directing myself to your inquiry, 
Mr. Chairman, that as late as February 4, 1955, the Treasury Depart- 
ment in filing a report on the pending joint resolutions in effect said 
nothing other than there is under consideration in the executive branch 
draft legislation providing for the adjudication of these and other 
outstanding claims by an existing tribunal. 

So we were in the rather unenviable position of finding it difficult 
to get a report from the appropriate departments because they were 
cooking up this 

Mr. Donovan. Pending bill. 

Mr. Cuatruam. I would like to make a statement for the record, that 
I think these Russian claims are in a completely different category 
than the others. They have been since 1933. The money is sitting 
there. It seems to me they could be much more expeditiously settled 
than these others, if they were handled right away. If Mr. Clay is 
going to divide this thing up, as I understand, inito four parts, I don’t 
see why the four parts can’t go ahead and settle these claims. 

Chairman Ricnarps. What do you say about that? 

Mr. Koen. I think the distinguished gentleman from South Caro- 
— as generally, has put his finger precisely on the nub of the thing 
rere. 
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Speaking not for Representative Kearney but for myself, I would 
have no objection to having title IV of the pending committee print 
amended by inserting the language of the joint resolution. That 
would give the Commission the omnibus bill, and it would give us 
the expeditious way of disposing of these claims. 

Chairman RicHarps. In the case of other differences in the reso 
lution it would be perfectly germane for someone on this committee 
to propose an amendment, if he wanted to do it. 

There is another phase of this thing that you have to consider 
and which we have been worried about; that is the cost of operation 
of a separate commission. 

Mr. Krocu. Under the resolution of 1939, the administrative costs 
of adjudicating the Litvinov claims were to be paid out of the fund 
in the Treasury. 

Mr. Cuatuam. I didn’t think it was a separate commission. I 
understood from Mr. Clay, I may be completely wrong, that he was 
going to move these things along together, which meant there would 
be four divisions. Iam not talking about a separatething. Iam talk- 
ing about the Russian Division, title IV, to go ahead and finish this 
thing, because that date is 1933 as against the 1947 in these others. 

Chairman RicHarps. That is one of the questions the committee 
will have to decide, whether or not they think the full Commission 
dealing with all four titles can do the job as expeditiously, as efficiently, 
and as economically. 

Mr. Cuatuam. It is one division. 

Chairman Ricwarps. What I meant to say was, Can the one Commis- 
sion proposed by this bill do the job as quickly and efficiently as would 
a separate commission if it were set up under the terms of the Keogh 
bill? I am talking about both the Keogh bill and the Kearney bill. 
That is one of the questions we will have to decide. 

Mr. CuatrHam. You said you would take this as an amendment. 
Would you accept Mr. Clay’s assurance that the Russian Division 
would go ahead and settle those things? 

Mr. Kroc. I would like to take the answer to that question under 
advisement, if I may. 

Mr. Furron. You had thought that under your joint resolution the 
administrative expenses for the Russian-type claims would only be 3 
percent, had you not? 

Mr. Kerocu. Yes. 

Mr. Futton. There is a difference on that point. Likewise, under 
this new bill which has come up here, there is a special Soviet claims 
fund to be set up in the Treasury. 

Mr. Krocn. It has been set up. 

Mr. Fuuron. There is a new designation. 

Mr. Kroon. They may have changed the name, but it is still the 
same. 

Mr. Funron. Section 402 (b) states: 

There is hereby created in the Treasury of the United States a fund to be 
known as the Soviet Claims Fund. 

Mr. Kerocu. That is all there, and it has been reduced to $9 million, 
which I think everybody agrees is the most that will ever go into the 
fund because it has been added +o by that million and a half. 
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Mr. Cuatruam. I would observe there that this has already been 
pretty well finished out, and that the Russian part of it, title IV, is 
‘arrying part of the overhead of the others. 

Mr. Futron. I would like to join in that point, too. 

Mr. Keocu. Mr. Chairman, my deep appreciation for your cour- 
tesies, as always. 

Chairman Ricnarps. Thank you very much, Mr. Keogh. We are 
always honored to have you. Congressman Multer. What State 
are you from ? 


STATEMENT OF HON. ABRAHAM J. MULTER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Mutrer. I am from the great State of New York, also repre- 
sented by Congressman Keogh, and our very distinguished colleagues, 
who grace your committee, Mrs. Kelly and Mr. Donovan. 

Chairman Ricuarps. And may I say very ably represented. 

Mr. Mutter. I accept the amendment. 

It is always a pleasure to come before you, Mr. Chairman, and your 
distinguished committee. May I on behalf of Representative Kear- 
ney present to you for your record his statement with reference to the 
problem you are now considering. Unfortunately, he is keeping an 
appointment with his dentist. 

Chairman Ricuarps. Without objection, it will be made a part of 
the record at this point. 

(The statement referred to is as follows :) 


STATEMENT OF Hon. BERNARD W. KEARNEY, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NEW YorK 


Mr. Chairman and members of the House Foreign Affairs Committee, permit 
me first to express my thanks to you for the invitation of your chairman to 
appear here today and express my views with reference to the proposed legisla- 
tion which is marked “Committee Print, March 18, 1955,” entitled “A bill to 
amend the International Claims Settlement Act of 1949, as amended, and for 
other purposes.” 

I will direct my attention solely to title 4 of that committee print, which is 
headed “Claims Against the Soviet Union,” because the subject matter of that 
title has been covered by specific resolutions which I have previously introduced. 
My resolution in this Congress is House Joint Resolution 46. It is very much 
similar to House Joint Resolution 2, introduced by our distinguished colleague 
from New York, Mr. Keogh. 

A similar resolution was introduced in the 82d Congress by our late and 
distinguished colleague, Representative William T. Byrne, of New York. After 
his death, and in the same Congress, the same resolution was introduced by our 
distinguished colleague from New York, Mr. Keogh. In the 83d Congress Mr. 
Keogh and I introduced similar resolutions; his bore House Joint Resolution 
No. 49, and mine bore House Joint Resolution No. 130. 

In the 82d Congress a subcommittee under the chairmanship of the distin- 
guished gentleman from Illinois, Mr. Gordon, conducted hearings and approved 
the principle of the Keogh resolution. That was done, however, too late in the 
session to get action by the full committee. Each of the governmental depart- 
ments concerned with the resolution, that is, the State, Justice, and Treasury 
Departments, reported to the committee, favoring the principle of the resolution, 
and establishing the necessity for the enactment thereof. The Departments did 
make some suggestions for what they believed would be the improvement of the 
resolution. In the 83d Congress our resolutions, that is Mr. Keogh’s and mine 
(H. J. Res. 49 and H. J. Res. 130) were referred to a subcommittee of which our 
distinguished colleague of Pennsylvania, Mr. Fulton, was the chairman. Those 
hearings were printed and are, of course, available to this committee. 
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The Departments of State, Justice, and Treasury again reported on those reso- 
lutions to the Congress, and again approved the principle of the resolutions. The 
communications to the Congress from the three Departments are set forth in the 
appendix of the hearings I just referred to at pages 70 to 81 inclusive. My resolu- 
tion differs somewhat from the Keogh resolution. I will take no time to discuss 
the difference because I have no objection to the Keogh resolution being approved. 
If either my resolution or the Keogh resolution is approved then title 4 should 
be stricken out of the proposed bill now before you as a committee print. If 
neither of those resolutions is acted on by this committee then I earnestly urge 
that title 4 of the committee print before you be stricken therefrom, and in its 
place the Keogh resolution, House Joint Resolution 2, be substituted. 

It is my opinion that any other action would do violence to the expressed intent 
of the Congress as written into Public Resolution 36, enacted in 1939, and which 
has been approved by the United States Supreme Court at the express request 
of the executive departments of our Government. 

The so-called Russian funds affected by these resolutions and title 4 of this 
committee print are, in the main, the property of Americans who have claims 
thereto. Our Government is merely holding that money for their benefit and 
account, subject to a commissioner being appointed under Public Resolution 36 
of 1939, whose duty it is to determine the claims and order the distribution to the 
rightful claimants. The entire cost of administration and distribution is not an 
expense to the Government, but it is chargeable to the fund. 

The fund now aggregates in excess of $9 million, of which, however, about $144 
million represents postal moneys which should be covered into the United States 
Treasury if the Secretary of the Treasury indicates that that is the desire of his 
Department. There is no objection to an amendment to so provide. The Depart- 
ment, however, has never taken a consistent stand with reference to those moneys. 
At one time they indicated that they should be paid into the United States Treas- 
ury, and at another time indicated that they should be distributed to American 
claimants. I take no position in that connection. 

The delay in appointing a commissioner and taking proof of claims, and making 
distribution accordingly, has been at the request of the various executive depart- 
ments. They have previousy asserted that until all of the funds had been 
collected, no attempt at distribution should be made. 

Now that all the departments are in agreement that no further funds are out- 
standing that can be collected, a commissioner should be appointed pursuant to 
this law, and the claims adjudicated, and payment made accordingly. 

The Foreign Claims Settlement Commission takes the position that in addition 
to all of the other claims referred to it for determination, all of those claims 
mentioned in the three titles in the committee print before you should be referred 
to that Commission, as well as those involving these funds which are the subject 
matter of title 4 of that print, and of the Kearney and Keogh resolutions. I urge 
upon this committee that the latter claims are of a kind unto themselves, and 
should not be comingled with any of the other claims, and that in accordance with 
the principle laid down in the law enacted in 1939 and subsequently approved 
by the United States Supreme Court, they should be treated separately. Under 
existing law the claims must be determined, and the fund distributed within 2 
years. 

That can be easily accomplished by a separate commission, and with no expense 
to the Government. It cannot be so accomplished if these claims are thrown 
in with all the other claims referred and sought to be referred to the Foreign 
Claims Settlement Commission. 

The very proposed bill before this committee, drawn by that Commission, ex- 
tends the time for the determination of these claims from 2 years after the 
appointment of the Commissioner until 4 years after the legislative appropria- 
tion under the proposed new bill. These American claimants have already been 
waiting too long for a determination of their claims, and this Congress should 
do everything within its power to bring about an early distribution thereof. 
That can be accomplished only by the enactment of either the Kearney or the 
Keogh resolution, either separately or as a part of the proposed bill. 


Mr. Mutrer. In the last Congress, as Representative Keogh pointed 
out, both Representatives Kearney and Keogh had resolutions cover- 
ing this subject. At that time Representative Keogh stated to your 
subcommittee that he thought the Kearney bill or resolution was the 
better one. Mr. Kearney in his statement points out that now he 
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thinks the Keogh resolution is the better one, and suggests the adop- 
tion of the Keogh resolution. 

Chairman Ricuarps. That is like Damon and Pythias. 

Mr. Mutrer. There were technical differences in the two resolu- 
tions each time. Both gentlemen tried to adopt and write into their 
resolutions the recommendations of the three Departments having 
jurisdiction over the matter; that is, State, Treasury, and Justice. 

There were additional recommendations made before the subcom- 
mittee of this committee in the last session. Mr. Kearney indicates 
that Mr. Keogh’s bill adopts all of those suggestions in his resolution. 

Chairman Ricuarvs. Would you like to make a general statement 
or answer any questions? 

Mr. Mutrer. I would like to make a preliminary statement, first, 
and then try to answer any questions that may occur to the committee. 

May I suggest, first, that the reason, one of the reasons probably 
that the late Representative Byrne introduced the resolution origi- 
nally was that he was quite familiar with this matter, having been a 
member of the State legislature in the State of New York, member 
of the State senate, and having handled similar legislation in 1935 
and 1936 on the State level. Mr. Keogh also was a member of the 
State legislature in 1936 and passed upon and was familiar with the 
legislation as it affected the State of New York. 

I think you should have called to your attention that many of the 
draftsmen of the committee print and of the suggestions coming from 
the various departments, the executive departments, overlook with 
reference to this very complicated problem that the confiscation and 
nationalization which gave rise to this situation started with the over- 
throw of the Kerensky Government in 1918 by the Bolshevik or pres- 
ent Soviet regime. 

First, they attempted to take control of everything within their own 
boundaries by these confiscatory decrees. Of course, they did tremen- 
dous harm to Americans who had interests there, business interests 
there, and had contracts with Russian agencies and Russian companies. 

Then, as the Soviets strengthened their position at home they began 
to stretch out and tried to take Russian assets in other countries, in- 
cluding assets of Russian corporations, insurance companies, banks, 
and industrial firms in our country. That resulted in a tremendous 
amount of litigation in the State courts, most of it in the State of 
New York, because that was where most of these business ventures 
were concentrated. 

There was a long series of actions which have set up quite a body 
of law in the State of New York, some of which eventually wound up 
in the United States Supreme Court. 

In all of that litigation, the courts consistently held that our Amer- 
cans must be protected, must be given priority in payment as against 
any persons who are not. Americans, and certainly as against the con- 
fiscating authority which was the Russian Government, and despite 
the fact that ordinarily a sovereign would be permitted to come in 
and sue in our courts, when the Russian Government tried to claim 
these funds under its confiscatory decrees our courts generally took 
the position, “Nothing doing. We are going to protect our American 
nationals, and whatever we have in this country we are going to keep 
here for that purpose.” 
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That was the state of the law until 1933, when we recognized Russia, 
and in connection with and as a condition of that recognition entered 
into the Litvinov assignment. As a result of that, all the funds in 
this country which belonged either to the Russian Government or any 
predecessor Russian Government, either the Soviet Government or 
Kerensky or Imperial Russian Government, as well as those funds 
belonging to Russian corporations which were nationalized back home 
in Russia, were to remain here for the benefit of American nationals. 

The next step after that exchange of documents came with the 
Department of Justice stepping into all this litigation and asserting 
claims on behalf of the United States Government to the funds. One 
of those cases went to the United States Supreme Court, and by a 
divided Court they affirmed the New York court ruling, that these 
funds must be first applied to the claims of Americans and that even 
the United States Government couldn’t step in and stop that. 

Mr. Vorys. Was that the case of the United States v. Pink? 

Mr. Mutter. I will come to that case in a moment. The one I am 
now referring to is the Moscow Fire Insurance Co. case. 

The New York Court of Appeals decision was affirmed. The 
money was distributed on the local level in New York State in ac- 
cordance with New York law. 

Because of the multiplicity of suits, and because there was no 
statute covering a situation like this, the like of which has never before 
occurred in civilized history, our New York courts had intimated 
that the extensiveness of the litigation indicated the probable need for 
legislative treatment of the matter. So that in 1935 several bills were 
submitted in the State legislature. Two of them which covered a 
part of the situation were passed and when they got to the Governor 
he vetoed them because they ran counter to the equities of the situation. 

In 1936 another bill was enacted by the State legislature, and Gover- 
nor Lehman, now the junior Senator from New York, signed that 
bill, setting up a procedure by which you could go into the State court, 
have a receiver appointed, take possession of the Russian funds that 
were found in the State of New York, take proof of the claims and 
distribute the funds equitably. 

The United States Government after 1933 sought a way of over- 
riding that New York State law. The plan finally resulted in the 
resolution which was adopted in 1939 setting up as a matter of na- 
tional public policy a commission to take jurisdiction of all these 
claims and distribute the funds in accordance with the proof of 
American nationals of their claims arising by reason of these na- 
tionalization and confiscatory decrees of Soviet Russia. 

Then the Pink case gets to the United States Supreme Court—the 
Pink case involved the distribution of some of these funds on the 
local New York level, in accordance with New York law protecting 
American nationals. There the United States Government, through 
the Department of Justice, stepped into the State court proceeding 
and tried to say, “No, we come first under the Litvinov Assignment. 
We are entitled to that. We are going to collect it not for the United 
States Government but solely for the purpose of marshaling the assets 
and then paying them out to claimants who can prove their claims.” 

In the State court, the litigants were able to point out there is no 
machinery for the United States Government to take possession of 
these moneys and protect these American nationals. 
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So, the 1939 resolution was presented to the Congress at the instance 
of the Department of Justice and the Department of State. It was 
enacted. It became law. It set up a Commission to take proof of these 
claims and distribute the funds in accordance with the proof sub- 
mitted. . 

Into that law the Congress wrote a provision that the Commission 
was to complete its work within 2 years after the appointment of the 
Commission. 

When the Pink case got to the United States Supreme Court, the 
Department of Justice made this very important representation to the 
court: We now have this resolution of 1939 enacted into law which 
now sets the public policy of the United States Government, that we, 
the United States Government, will collect these funds for the benefit 
of American nationals, and through this Commission take the proof of 
the claims and pay it out to them and do it expeditiously. 

In the Pink case, the United States Supreme Court, relying on that 
representation, said, “Now, we must follow the national policy and 
collect all of these assets through the instrumentality of the United 
States Government, and then through this Commission pay it out 
equitably in accordance with that policy to American claimants.” 

That decision enabled the Department of Justice to collect all of 
these Russian assets in our country. Most cases resulted in settle- 
ments. Some cases they had to try. But eventually the United States 
Treasury got this entire fund of about $714 million collected by the 
Department of Justice. 

In the interim, claimants kept hounding the State Department with, 
“What about the Commission? Why don’t you set up the Commis- 
sion? Why doesn’t the President appoint a commission who can go 
to work and take proof of the claims?” 

The answer each time came back from the State Department and 
from the Department of Justice to the President, “Don’t appoint your 
Commissioner now because the limitation is that he must wind up his 
work within 2 years and we haven’t yet collected all the assets.” 
That went on until about 3 years ago, when the Department of Justice 
was able to represent to the executive department, to the President 
and State Department, “We have now collected every last dollar of 
Russian assets in this country that we know about and have reason to 
believe can be collected. We are ready for the appointment of this 
Commission.” 

Then they examined the law and found that the law didn’t set up 
a method of giving notice to claimants, didn’t put a time limit on when 
they are to file their claims. They had to have a cutoff date—— 

Chairman Ricwarps. What has the Pink case to do with what we 
are doing here? Isn’t it only background? 

Mr. Mutter. The reason I gave you that background is to make this 
point. If you were now to follow this committee print, or the sug- 
gestion of the executive department, and throw these claims in with 
other commissions, you are running into trouble, first, because you are 
going to go counter to the representation made by the Department of 
Justice to the United States Supreme Court and counter to the very 
basis of that Court’s decision. In addition to that, you are going to 
run into the practical difficulty, that in the Litvinov Assignment there 
is a provision that upon final adjustment by our Government, whether 
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with this government or with a new government that succeeds the 
Russian Government, there must be an adjustment of accounts. When 
the United States Government and the Russian Government sit down 
to adjust their claims, in accordance with this binding agreement they 
must then make an accounting one to the other. 

If you are going to now run this into some other commission and let 
some other commission process these claims along with other claims, 
how are you going to say how much of the expense of administering 
the other claims is chargeable to this? You can see the dispute you 
are going to get into with the foreign government when you say, “How 
much will we charge off for the administrators of this fund?” 

If the fund is kept separate, you then can live up to the Litvinov 
Assignment and make your accounting. 

There is only $9 billion in all that fund. Originally, back in 
1939, they thought $25,000 a year would be enough to administer the 
fund. When the Byrne resolution went in, they thought $100,000 
would be enough. Then the State Department suggested 3 percent 
would be enough. Last year before Representative Fulton they said 
5 percent would be needed. If you fix it at 5 percent, it is $450,000 and 
you know that is the maximum. You can sit on an independent com- 
mission and say, “You have to complete this work within 2 years.” 

We know from past experience, with the Philippine Claims Com- 
mission, you can do it. If you have an independent commission, you 
can say, “You have to do this job. You must finish it,” and it will be 
finished. 

If you divide this into divisions, eventually the three Commissioners 
must pass upon the work of the divisions. Only the Commissioners 
are the judges who can make the decision. Each division will make a 
recommendation. Eventually you will get a calendar of cases to be 
reviewed by the Commission, cases which come up from each of the 
four divisions. Then, what are you going to do? Are you going to 
say to one set of claimants out of Italy or Bulgaria, “You wait until 
we get through with the review of these other claims”? 

In the first. place, I don’t think it is fair. In the second place, it is 
unnecessary. 

Mr. Futron. How will you get around Reorganization Plan No. 1, 
where the Executive said that was the policy? That was the trouble 
we had last year. Our legislation was framed to handle each class 
or group of claims separately. The Executive department sent up a 
reorganization plan in 1954 to put them all together. 

Mr. Mutter. You remember the principal reason that caused your 
subcommittee not to make a report was that you conducted your hear- 
ings in March and in April you got the Executive plan of reorgani- 
zation. If it hadn’t gone through, you could have proceeded. 

If the plan did become operative, as it did, you would have to revise 
those bills accordingly. 

The fact is that when that Reorganization Plan went before the 
Commttee on House Operations, the vote there was 14 to 4 against 
the plan. But, unfortunately, there wasn’t a quorum physically 
present. The meeting was held on the last day on which they could 
act. On a point of order the disapproving resolution could not be 
reported. So, you see even that committee when reviewing decided 
this Commission should not be commingled with any other Commis- 
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sion, that the work of this Commiss'on should be separate. It should 
go forward under a separate Commission. You can handle it all in 
one bill, of course. 

Mr. Futron. Let us be practical. The Executive sent that up, Re- 

organization Plan No. 1 of 1954, joing all such claims under one 
Commission. That overrode any separate dealing that the committee 
could do with an individual Commission. 

Mr. Donovan. ‘: liis committee could override it. 

Mr. Furron. That is the question. With the Executive today, 
practically saying that this is the policy, that all groups of claims are 
going to be under one single Commission, what position does that put 
this committee under ? 

Mr. Muurer. I can assure you, Mr. Fulton, that the arguments 
presented to this committee have not been presented to the Executive 
and have not been considered by the Executive in deciding that the 
Russian claims should be commingled with the others and you should 
have only one Commission. 

The Keogh resolution treats the matter simply. It says that— 

Notwithstanding the matter of any law or executive order, the President is 
to appoint a Commissioner— 
and takes the rest of the substances of title IV of this committee print. 

In principle, everybody agrees that these Commissions must be set 
up, either 1 Commission or 2 Commissions. The language is prac- 
tically the same in House Resolution 2, and ‘n their title IV, as to 
what you should do with these claims. There are some important 
differences, and I will point them out if you want me to. 

I think this committee, with all the proof before it, should say 
that these Russian claims are entitled to be separately handled and 
should be. These Commissioners themselves tell you they will need 
4 years. They say so in their bill. The law since 1939 has required it 
to be done within 2 years. 

Mr. Fuiron. You want us to fly in the face of the policy of the 
executive department which says combine them ? 

Mr. Mutrer. I don’t want you to fly in the face of the policy that 

says combine them. I want you to say that in your good judgment 
the Executive has made a mistake and that handling it by one Commis- 
sion is not the way to handle it. You are not flying it in the face of 
the Executive when they didn’t have before them the facts now before 
you. 

Mr. Furton. Last year, if we did it with a separate Commission, we 
were repealing the President’s Reorganization Plan No. 1. 

Chairman Ricuarps. You could have done that. 

Mr. CnaruAm. That was a future policy, as I understand it. 

Mr. Fuvron. It was a little bit quick for the chairman of the sub- 
committee to repeal the President’s Reorganization Plan within 60 
days. 

Chairman Ricuarps. I see people moving around here as though 
thev are hungry. 

Mr. Mvurer. I apologize for taking so much time. 

Chairman Ricnarps. They are all listening to you. I think maybe 
we will want to hear you a little further on this. In fact, if I went 


up to New York and got in trouble, I would be inclined to get you for 
my lawyer. 
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What we want to do is a good job on this bill and do the best thing 
for the country, and for the claimants. 

There was a subcommittee meeting scheduled here at 2:30 this 
afternoon. We won’t have a committee meeting in the morning be- 
cause it is anticipated the amendments to the Foreign Service Act will 
come up in the House. I wish committee members would take cogni- 
zance of the fact that we have a rule for 1 hour—if you want time in 
general debate on that bill. There will be plenty of opportunity to 
speak during the reading of the bill. I understand some amendments 
will be offered. If any members on this side would like time out of 
that hour, I wish you would let me know. I know anyone on the 
other side will take it up with Mr. Vorys. He will have a half hour. 

The committee stands adjourned until further notice. Thank you. 

(Whereupon, at 1:06 p. m., the committee adjourned.) 
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TUESDAY, MARCH 29, 1955 


House or RepresEeNTATIVES, 
ComMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 
The committee convened in room G-3, United States Capitol, at 
10:55 a. m., the Honorable James P. Richards (chairman) presiding. 
Chairman Ricnarps. The committee will come to order, please. 
Ladies and gentlemen, we will continue hearings on the committee 
print of a bill to amend the International Claims Settlement Act of 
1949, as amended, and for other purposes. 
We have the pleasure of having with us this morning as the first 
witness Mr. Walworth Barbour, Deputy Assistant Secretary of State 
for European Affairs, Department of State. Mr. Barbour. 


STATEMENT OF WALWORTH BARBOUR, DEPUTY ASSISTANT SECRE- 
TARY OF STATE FOR EUROPEAN AFFAIRS, DEPARTMENT OF 
STATE 


Mr. Barsour. Mr. Chairman and members of the committee, on 
behalf of the Department of State I strongly urge the enactment of 
the legislation which your committee is considering today. 

I understand that representatives of the Foreign Claims Settlement 
Commission have appeared before you and have gone into the general 
purposes of the proposed legislation and an analysis of its provisions. 
I desire briefly to emphasize the interests of the State Department in 
the legislation. 

The first substantive portion of the bill, designated title IT, concerns 
Bulgaria, Hungary, and Rumania. Under the peace treaties with 
these countries the United States was entitled, with some exceptions, 
to seize and liquidate Bulgarian, Hungarian, and Rumanian assets in 
the United States which were blocked here during World War IT. 
Under other provisions of these treaties American nationals who 
during the war had been deprived of their property or had suffered 
damage to their property in Bulgaria, Hungary, and Rumania were 
entitled to restoration of their property or compensation for unre- 
stored property and compensation for such war damage from these 
governments. Although approximately 8 years have elapsed since 
the conclusion of the treaties of peace with these countries, all efforts 
of this Government to secure the satisfaction of the American claims 
have proved fruitless and these countries give no evidence of any in- 
tention to satisfy such claims. In addition, since the war, these coun- 
tries have nationalized American property or engaged in other kinds 
of taking without providing compensation to the American claimants 
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affected thereby. In the circumstances, the Department of State con- 
siders it desirable to seize the blocked Bulgarian, Hungarian, and 
Rumanian property and to apply the proceeds of the liquidation of 
such property to the satisfaction of the luelen claims. While under 
the provisions of the treaties these proceeds could be devoted to what- 
ever purposes the United States Government believed desirable, the 
Department of State concluded that it was fit and appropriate to 
utilize the proceeds for the satisfaction of the American claims. In 
this way some measure of compensation will be given to American 
claimants who have been urging the State Department to assist them 
and who under present circumstances have no expectation of satisfac- 
tion of their claims from any other source. 

The Department of State is of the opinion that the property of 
natural persons should be excluded from the vesting program. While 
the United States has the right to seize such property, it is considered 
undesirable to take this action: the assets of natural persons are rela- 
tively small in amount and we do not wish to alienate the support of 
friendly nationals of Bulgaria, Hungary, and Rumania or impair 
their faith in the United States. Thus the legislation provides for 
keeping the assets of natural persons in a blocked status subject to 
release, when, as, and upon such terms as the President or his designee 
may prescribe. The matter of release will be the subject of further 
study. The Department would favor release under appropriate 
safeguards. 

On the other hand, the legislation provides for the vesting and 
liquidation not only of the assets of the Governments of Bulgaria, 
Hungary, and Rumania but also of assets belonging to corporations 
organized under the laws of these countries. The Department of 
State has taken this position with respect to corporate assets, since 
the effective appropriation by the Governments of Bulgaria, Hungary, 
and Rumania of all corporate property in those countries has made 
it virtually impossible to determine the rights of the former beneficial 
owners. 

Title III of the proposed legislation concerns Italy. Under the 
Italian Peace Treaty the United States was entitled to seize and liqui- 
date Italian assets in this country. However, in view of Italy’s co- 
belligerency and its willingness to satisfy American claimants for 
claims arising in Italy during the war, it was agreed in 1947 with 
the Italian Government that Italian assets in the United States would 
be released. These assets have been released and American war claims 
in Italy are currently being satisfied. As part of the agreement the 
Italian Government turned over to the United States $5 million for 
the purpose of satisfying claims not covered by the treaty. The pro- 
posed legislation provides for the adjudication and satisfaction of 
such claims out of the $5 million and thus establishes the basis for 
winding up this remaining aspect of American claims against Italy 
arising out of the war. 

Title IV of the proposed legislation concerns the Soviet Union and 
the so-called Litvinov Assignment. I understand that subcommittees 
of your committee have in previous sessions already considered the 
satisfaction of American claims from the assets derived from the 
Litvinov Assignment. On those occasions, the Department of State 
gave and it continues to give its endorsement to such action. The 
Department of State merely wishes to state at this time that the pro- 
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visions of the bill have been carefully considered and represent the 
administration’s best judgment as to the claims to be paid and the 

riorities to be accorded to them. The Department hopes that legis- 
lation along the proposed lines can be enacted and thus bring a measure 
of satisfaction to American claimants who for many years have not 
received compensation. 

In closing, I wish to emphasize again the hope of the Department 
that the bill be enacted into law as soon as possible. In the event that 
there are any technical questions which concern the Department’s 
interests in the proposed legislation, other officers of the Department 
will be available to assist. 

Chairman Ricwarps. Thank you, Mr. Barbour. May I ask you a 
question? As you know, there are at least two bills before the Con- 
gress, the Kearney bill and the Keogh bill, to set up a separate organi- 
zation for the adjudication and payment of the claims of the Litvinov 
Assignment. In your statement you say that you know a subcommittee 
has been set up in previous Congresses to pass on the Litvinov Assign- 
ment claims. You say: 

I understand that subcommittees of your committee have in previous sessions 
already considered the satisfaction of American claims from the assets derived 
from the Litvinov assignment. On those occasions, the Department of State gave 
and it continues to give its endorsement to such action. 

What do you mean, do you favor the passage of those bills? 

Mr. Barsour. Mr. Chairman, I would like to ask Mr. Clay of the 
Foreign Claims Commission just 

Chairman Ricuarps. When you say you are for the legislation, do 
you mean 

Mr. Bargovr. This legislation is what the Department wishes to en- 
dorse. If you have in mind the separation of the Litvinov Assignment 
from this present legislation, we do not favor that. 

Chairman Ricuarps. That is what the other bills provide. 

Mr. Barsour. The Chairman’s question is, does the Department 
favor the separation of the Litvinov problem from this present legis- 
lation. We do not. We think it should be in the same bill. 

Chairman Ricwarps. You readily admit that that category of claims 
is easier to administer and action can probably be completed much 
earlier than titles II and IIT? 

Mr. Barsovur. I believe that is correct. 

Chairman Ricuarps. Mr. Carnahan ? 

Mr. Carnanan. No questions, Mr. Chairman. 

Chairman Ricuarps. Dr. Judd? 

Mr. Jupp. No questions. 

Chairman Ricuarps. Mr. Chatham? 

Mr. Cuatuam. I pass. 

Chairman Ricuaros. Mr. Fulton? 

Mr. Fuuron. My question previously had been as to the Depart- 
ment’s position in view of Reorganization Plan No. 1 of 1954. As you 
recall, Reorganization Plan No. 1 of 1954 was sent to Congress last 
year by the executive department. At that time we had separate bills 

for the Litvinov Assignment claims and the other groups of claimants. 
If this subject is separated off again, as a matter of form and against 
the Department’s recommendations, what is going to happen to the 
legislation? Are you strongly opposed to separating these various 














62 FOREIGN CLAIMS SETTLEMENT COMMISSION 


types of claims, or do you want again to have them all under one 
heading, because if you separate them off, this in effect partially re- 
peals the Reorganization Act of 1954 ?¢ 

Mr. Barsovr. I think the consideration which you mention of the 
Reorganization Act is one of the important factors in our feeling that 
they should not be separated. The problem of the organization under 
this legislation is more directly a matter for the Budget Bureau than 
for the Department of State. I wondered, perhaps, if the Budget 
Bureau could speak to that question and give you a little more det ail. 

Mr. Funron. In accordance with Mr. Chatham of North Carolina’s 
suggestion, and one that I heartily agree with, there was the problem 
of “possibly separating off the administration expenses, even though 
handled by the same agency, so that the Litvinov claims could be 
handled separately in that respect. The reason for doing that would 
be this, that the fund is already there and set up and can “fairly easily 
be administered under the Litvinov Assignment, so that it seems un- 
reasonable that those claims should bear a higher proportion of 
administrative expenses than they need there; is that right, Mr. 
Chatham ? 

Mr. Cuaruam. I thought that they were being punished now be- 
cause they have the money, that they were being punished by this new 
expense the longer you keep it on there. 

Mr. Furron. Would it be possible to separate the types of claims 
administratively even though we keep it in the same grouping, have 
all the claims together under the Reorganization Act No. 1 of 1954? 

Mr. Barsour. I believe that could be done. 

Mr. Furton. Would the Department have any objection to an 
amendment of that type put in either by Mr. Chatham or myself, that 
would separate the administration costs, and of course the funds from 
which they are paid, respectively ? 

Mr. Barsour. No. As I understand it, the expenditure would be 
controlled every year by the budget procedure, in any event, so that 
it could be a program est: iblished for any length of time that Con- 
gress decides. I don’t see that there would be any objection to any 
specification along that line. 

Mr. Futon. In conc lusion, some of these classes of claims require 
much preliminary work. In some classes the preliminary work has 
been done. In others, the preliminary work must still be done. Should 
there be any further differentiation among the classes of claims, so 
that we, as Mr. Chatham Says, don’t penalize the ones who don’t need 
this extra administrative work ? 

Mr. Barpour. That question I would like to ask Mr. Clay, if he 
could give us the answer to that. I am not too familiar with that. 

Chairman Rrcarps. Mr. Clay, do you want to answer that question ? 


STATEMENT OF HENRY J. CLAY, COMMISSIONER, FOREIGN CLAIMS 
SETTLEMENT COMMISSION OF THE UNITED STATES 


Mr. Cray. I do have a breakdown, at the suggestion of Mr. Fulton, 
who asked that we bring an expense breakdow1 n, and also a projected 
time schedule. I do have it available here. If I could probably bring 
it together in my statement that I have prepared for the committee, 
it might give more continuity to the approach. 
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Mr. Futon. Could I have one final question ? 

Chairman Ricwarps. Yes, sir. 

Mr. Fuuron. The question comes up on the assets of the Bulgarian, 
Hungarian and Rumanian class group, on the difference between per- 
sonal or individual claims and corporate claims. Do TI understand that 
corporate claims cannot be satisfied because generally you can’t tell 
who the personal claimants are, who is entitled to them ? 

Mr. Barsour. That is correct; yes, sir. 

Mr. Futon. You said in your statement, the bottom of page 3 and 
the top of page 4: 

The Department of State have taken this position with respect to corporate 
assets, since the effective appropriation by the Governments of Bulgaria, 
Hungary, and Rumania of all corporate property in these countries has made it 
virtually impossible to determine the rights of the former beneficial owners. 

Reasoning logically from your statement, it is not impossible in all 
cases; therefore, in some cases the true owners can be found of those 
particular properties or assets. Then my question is, why not, where 
you can find the true owners, the real beneficial owners who have a 
share in corporations, give it to those persons instead of making the 
blanket rule that you shut out all derivative claims whether you can 
determine whether they own it or not ? 

Mr. Barrovur. This statement that you are referring to relates to 
the release of assets, not to the claims against the assets. In other 
words, we propose to exempt the natural persons from the confiscation 
of their assets, but to confiscate and take over the corporate assets. 
Where property is identifiable as belonging in fact to a natural person, 
I take it their property would not be confiscated but would be released. 

Mr. Fuuron. Even though it is in corporate form ? 

Mr. Barsovr. I believe that is correct. 

Mr. Futron. In your statement the rule would seem to be otherwise. 

Mr. Barsour. There is a distinction between the taking of the assets 
of a corporation identifiable as such, or the vesting of the assets of an 
individual which are in the name of a corporation. 

Chairman Ricwarps. We are under the 5-minute rule. We will go 
back to that later. Mr. Zablocki? 

Mr. Zastockt. No questions, Mr. Chairman. 

Chairman Ricuarps. Mr. LeCompte? 

Mr. LeComprre. I had only one question. When our colleague, Mr. 
Keogh, was here, and Mr. Multer, and I see Mr. Multer now, did it 
appear that by separating the claims administratively we would expe- 
dite the paying of some ‘of the claims? Was that your thought ? 


STATEMENT OF HON. ABRAHAM J. MULTER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Motrer. That was our suggestion. 

Mr. LeComrre. I have always been favorable to the idea that gov- 
ernment is too far flung now and should consolidate rather than setting 
up any separate agencies, where it is possible to group them under one 
head. The position of the Department is that they can all be under 
one claims commission, is it not? 

Mr. Barsour. Yes. 

Mr. LeComrre. That would not be any more expensive nor cause 
any needless delay in the final adjudication of the claims? 
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Mr. Barsour. It is our feeling it would not. 

Mr. LeComere. Thank you. 

Chairman Ricuarps. Mr. Hays? 

Mr. Hays of Arkansas. No questions. 

Chairman Ricuarps. Mr. Adair? 

Mr. Apatr. No questions. 

Chairman Ricuarps. Mrs. Kelly? 

Mrs. Keiiy. One question, Mr. Chairman, It was my understand- 
ing last week that under title IV the claimants and the claims are all 
ready to be satisfied. Am I correct in that? 

Mr. Barsour. Apparently the answer is no. 

Chairman Ricuarps. Do you mean ready for payment? 

Mrs. Kreniy. Have already been investigated far enough so they 
can satisfy the claims. 

Chairman Ricwarps. The question you raise is whether a decision 
has been made on the claims. The money is still there. 

Mr. Barzour. I am told they are not at that status yet. Apparently 
they still have to do some investigation on the claims and the claim- 
ant’s right to the money has to be still investigated. 

Mr. Cuaruam. Will the lady yield? 

Mrs. Ketiy. Yes. 

Mr. Cuatuam. I can’t understand, Mr. Barbour. These have been 
worked on since 1939. That is 16 years. If it is going to take any- 
thing like that for the rest of these people, that would be 16 more years 
for these Russian claims where the money is ready. That was my 
point the other day in saying they are going to carry the overhead of 
this whole thing, although the money is there and will be frittered 
away finally in administrative expense. 

Mr. Fuuton. Will the gentleman yield? I can clear up part of that. 

Chairman Ricwarps. Mrs. Kelly’s 5 minutes are almost up. You 
have 1 minute, if you want to yield. 

Mrs. Keury. I yield. 

Mr. Futron. Mrs. Kelly is right that part of the claims are clearly 
identified because they are on bonds, judgments, and instruments. 
Others have attachments where the funds have been attached, so that 
T am sure that the gentleman from New York will agree with me, 
that in that class of claims they are readily disbursable. However, on 
other general claims, such as contracts, expropriations, claims for 
wages, and things of that type, or injuries, they are not. They will 
take a longer time in proving against a general fund. You are right 
that on part of the fund they could be given right away and there 
should be no further restraint. 

Chairman Ricwarps. Mr. Dodd? 

Mr. Dopp. No questions. 

Chairman Ricnarps. Mr. Bentley ? 

Mr. Bentiey. Mr. Chairman, Mr. Barbour, I want to go back to this 
last question of Mr. Fulton’s for a moment. Do I understand in title 
II that you have taken all the claims against the Bulgarian, Hun- 
garian, and Rumanian Governments arising out of wartime damages, 
plus the postwar claims against those governments, arising out of 
expropriation and confiscation and put them all under one; is that the 
idea ? 

Mr. Barsour. Yes. 
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Mr. Bentiey. Then, to satisfy those claims you have taken the assets 
of those governments that were blocked here during the war, and the 
purpose is to use those assets to satisfy these claims ? 

Mr. Barsour. That is correct. 

Mr. Bentiry. Are there any assets here of any of the postwar gov- 
ernments ? 

Mr. Barsour. No; there are not. They are not blocked. The post- 
war assets are not blocked. They are in a very small amount. There 
are very little postwar assets in this country. 

Mr. Bent ey. Is there any reason that the assets of the Commu- 
nist governments, those governments in power at the time of expro- 
priation, should not be included ? 

Mr. Barsour. I would assume there is a general policy considera- 
tion there that we have not blocked all the funds of current transac- 
tions of Communist countries. I am not sure that the sum involved 
would be enough to make any material contribution to the amount for 
the claimants. But, in any event, there would be no more reason to 
block their funds than to block the whole funds of the Soviet orbit in 
current transactions. 

Mr. Bentiey. You are trying to satisfy claims arising against those 
governments, aren’t you, sir ? 

Mr. Barzour. Yes. 

Mr. Bentiey. But, you are not blocking the assets of the govern- 
ments? You are taking the assets of their predecessors; is that 
correct ¢ 

Mr. Barsour. That is correct. We do have claims for nationaliza- 
tion and expropriation through other forms against the present gov- 
ernments. These assets which we are taking are predecessor govern- 
ments. There is a continuity, however, in the governments of those 
countries, of their official government property, which otherwise would 
go to the current governments. 

Mr. Bentiey. Doesn’t it make for inconsistency when you are tak- 
ing assets from the predecessor governments and not touching the 
assets of the present governments ? 

Mr. Barsour. There may be a slight inconsistency. I wouldn’t say 
there isn’t. On the other hand, the claims largely are war damage 
claims. The current claims for nationalization and expropriation are 
a relatively small portion of the claims which will be satisfied by these 
sums of money. ‘The subsequent sums of money belonging to the cur- 
rent governments are very small and won’t make a very large con- 
tribution. Furthermore, we do have peace treaties with those coun- 
tries now. We are doing a certain amount of very restricted business 
on current account and nonstrategic articles, trade back and forth. 

We would certainly, if we confiscated the current assets of those 
governments, completely block any current transactions. 

Mr. Bentiey. Have you considered that an effort to satisfy present 
claims against the present governments have reached an impasse? 

Mr. Barsour. Yes, sir. We have had no success in attempting to 
negotiate the claims. 

Mr. Bentiey. Yet you continue to permit this restricted amount of 
business, and to leave what little assets they have in this country un- 
touched ; isn’t that correct ? 

Mr. Barpsour. Yes. 
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Mr. Cuatuam. I understand, Mr. Bentley, we have treaties. It 
would be a warlike act to do that. 

Mr. Bentiey. Mr. Chatham, if I may point out, I think the treaty 
violations occurred when they confiscated our own properties since 
the signing of those treaties. 

Mr. Barsour. That is correct. There is no question about that. 
The reason that we are suggesting now that we take these assets to 
satisfy claimants is because those countries have not lived up to their 
treaty obligations. 

Mr. Bentiey. We would not be initiating any treaty violation if 
we took action against their assets because they have already violated 
the treaty on many occasions, not only with respect to nationalization 
but in other respects ? 

Mr. Barzour. We are getting into quite a legal interpretation there. 
I don’t believe I am competent to say what the effect of the action on 
our part would be, legally. 

Mr. Brentiey. I have no other questions, Mr. Chairman. 

Chairman Ricwarps. Mr. Byrd? 

Mr. Byrp. No questions. Thank you, Mr. Chairman. 

Chairman Ricwarps. Mr. Pilcher ? 

Mr. Pitcuer. No questions. 

Chairman Ricwarps. Mr. Williams? 

Mr. Wituiams. Mr. Chairman, I just wondered whether the record 
“i a description of the property and the amounts of property that 

have been blocked and would be appropriated here; also, your best 
ah aren on the claimants. I regret that I wasn’t here at the first 
earing on this bill. Has that been touched on? 

Mr. Barsour. I understand on the first day of the hearing Mr. 
Gillilland of the Foreign Claims Settlement Commission in his state- 
ment touched on that problem. He has some figures. 

Mr. WituiaMs. If it is in the reeord—— 

Chairman Ricnarps. I would like to say, Mr. Williams, we will 
have more testimony on that. Thank you, Mr. Barbour. 

I want to make a statement to the committee. Mr. Multer hasn’t 
finished his testimony. I am going to call Mr. Multer to the stand 
again. 

As I understand, Mr. Multer, in principle you support separate 
legislation to cover title IV of this bill, along the line of the Keogh 
bill, or the Kear ney bill? 

Mr. Mutter. Yes, Mr. Chairman. 

Chairman Ricwarps. I want to point out here by testimony this 
morning the main difference, if I can, between title IV of the com- 
mittee print bill now before us, and these other bills which would set 
up separate machinery to carry out the Litvinov Assignment. 

Mr. Multer, I wish you would direct your statement to these points. 
I am going to ask Mr. Clay to answer them right after that. Why 
you think it is preferable for this independent legislation proposed 
by two or three members of Congress, why there should be a separate 
commission, matters of priority ‘of claims, the speedup, which could 
handle more expeditiously these claims, and whether or not the time 
for settlement is too long, what you think about that. I think those 
are the main points, and also the question of liens. 

Mr. Murer. Mr. Chairman and members of the committee, I think 
you will find upon examination that the principles set forth and the 
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order of priority of payment and proof of claim in title LV is in sub- 
stance the same as in the Kearney and Keogh resolutions. The princi- 
pal difference between title IV and the Kearney-Keogh resolutions is 
that the latter call for a separate commission for the “handling of the 
Litvinov claims. As has been indicated by Mrs. Kelly’s questions and 
Mr. Fulton’s statement, the claimants to the Litvinov funds are quite 
readily identifiable even at this late date. With little or no exception, 
everyone who has a claim against any of the Litvinov funds has made 
that fact known to the State Department. Most of them, except possi- 
bly the bondholders, all of those who had claims arising out of con- 
tracts, and most of those whose claims arose out of confiscation, went 
to the courts and were litigating their claims; many of them by attach- 
ment had obtained liens, and others had obtained judgments, and most 
of them were about ready to enforce payment of their claims when 
the Congress passed the resolution in 1939 establishing a Claims Com- 
mission to take proof of those claims and disburse the funds. 

In that resolution, by law, enacted by the Congress and approved 
by the President, a period of 2 years was fixed for the liquidation of 
those claims, including taking the proof and making the disbursement. 

On the basis of the enactment of that resolution, the United States 
Supreme Court was induced to and said in its decision in the Pink 
case, in so many words, that because of that national policy laid down 
in that resolution, all of these claimants in and out of the courts were 
to stop and do nothing more to obtain payment of their claims, but 
wait until the United States had collected all those moneys, marshaled 
all those assets, and then under this resolution of 1939 a commission 
would take the proof and distribute the funds to them and for their 
benefit. 

The appointment of the commission was held up solely because 
of the representations of the Department of Justice, that the funds 
had yet not been fully collected. About 4 years ago the Department 
of Justice then represented to the President there was no further 
money that could be collected under the Litvinov Assignment, and that 
the commission could then proceed to take proof of the claims and dis- 
burse the funds. It was at that time they found that the law was not 
sufficiently complete, the 1939 law. It didn’t set up a cutoff date, 
which is very important for the filing of claims. So that if they pro- 
ceeded to act under that resolution ‘they might complete taking the 
proof of claims and be ready to pay out, only ‘to find another claimant 
come upon the scene and file and require the commission to do the 
work over again. At that time Representative Byrne introduced a 
resolution to amend the 1939 law. Upon his death, Mr. Keogh intro- 
duced a similar resolution, and then Mr. Kearney and Mr. Keogh 
in the last session and in this session again introduced resolutions to 
implement the 1939 law. 

Chairman Ricuarps. In those resolutions, what was the cutoff date? 
Three months? 

Mr. Mutter. I believe it was 3 months. The important thing was 
that the commission was directed under the original law to complete 
its work within 2 years. Each of those resolutions introduced by Mr. 
Byrne, Mr. Kearney and Mr. Keogh have all kept that 2-year limita- 
tion. Each of the departments who had an interest in these bills, 
State, Justice and Treasury, each time approved the principle of those 
bills, and none of them took exception to the 2-year date within which 
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the administration must be completed. It wasn’t until the last session 
that the suggestion was made there should be one commission to take 
over the disbursement of the Litvinov fund, as well as these other 
funds that have nothing to do with the Russian situation. 

The Litvinov funds arise out of the confiscations as far back as 1918, 
when Soviet Russia first came into being, as a result of World War I, 
and the actions following World War I, while other claims arise out 
of World War II actions by these various governments. 

Chairman Ricuarps. Do you contend that 3 months is enough? 

Mr. Mutter. Three months is more than ample to give these people 
notice to file their claims, and 2 years is more than ample in which to 
hquidate and disburse this entire fund. 

Chairman Ricwarps. The revised committee print provides for 1 
year cutoff and 4 years to liquidate. 

Mr. Motrer. That is much too long. That is one of the points 
Mr. Keogh tried to make, that Mr. Kearney makes in his statement, 
and I tried to make last week. Now, for the first time this Commis- 
sion, that wants jurisdiction over the Litvinov claims along with all 
the other claims, comes forward and says it will need 4 years. As to 
the other claims, they say that they need 5 years. If you have one 
separate commission, with a 2- -year limitation on that commission 
to do the job, it will do the job within the 2 years and you will be 
finished. If you put this in with another commission, or with the 
Claims Commission as proposed in the committee print, and give 
them 4 years, I predict that at the end of the 4 years they will be 
back asking for more time. It will be very simple to liquidate these 
claims quickly by means of a separate commission. You are going to 
get into all sorts of difficulties as to distributing, as to the cost of ad- 
ministration between the various funds, as well as the actual adminis- 
tration and allowance and distribution of the fund, if it is all in one 
commission. 

The commission represented to your committee last week that they 
would set up separate divisions within the commission, one division 
to handle Litvinov claims, another for Bulgarian claims, another 
for Italian claims, another for Rumanian claims, and so on and so 
forth. The difficulty with that is that when each division then gets 
through making their recommendations and processing their claims, 
they then must go before the full commission. Only the commis- 
sioners can make the ultimate decision as to which claims are proper 
and which should be paid and in what order they should be paid. So 
at some point in the administration of these funds by one commission 
handling four separate groups, you are going to have a calendar for 
the commissioners of claims that come up » from each separate division, 
and then the question is going to arise, who comes first, which will 
we decide first. There must necessarily be delay in such a procedure. 
The Litvinov claims will have to be delayed while others are being 
processed. 

If it is handled separately, bear in mind this will not cost the United 
States Government a single penny. The entire cost of administra- 
tion of the Litvinov fund is borne by the fund. While the Appropri- 
ations Committee will make an appropriation to the commission that 
is handling it, whether it be one commission or two commissions 
all of this cost is going to come out of the claimant’s pocket. If it 
should, and I don’t believe it will, cost a few dollars more to have a 
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separate commission handle just the Litvinov claims, it is worth that 
to these claimants to get their money within 2 years and not wait 4 
years, and then at that time have no means of pressuring the com- 
mission into doing their job. If you have a commission with a 2- 
year limitation, they know their time runs out and they are finished, 
they will finish their work. If you have a commission that is a perma- 
nent commission, that is going to remain as long as we have claims, 
and as long as we have international situations, we will have claims 
and we will need an international claims commission, that commission 
will go on forever and a day. There will be no means for this com- 
mittee, the Congress or anyone else to pressure them to finish the work 
in any particular category. 

Chairman Ricuarps. What about Reorganization Plan No. 1? 

Mr. Mutrer. Reorganization Plan No. 1 does seek to put the com- 
mission established under the law of 1939 in with the existing com- 
mission. As I indicated last week, the matter came on before the 
Government Operations Committee to determine whether or not that 
plan should be approved or not. The vote in the committee was 14 to 
4 against approving that plan. Unfortunately, there was not a quorum 
physically present, and on the point of order being raised they could 
not report out the disapproving resolution, and it was too late to take 
any action thereafter. It had to be done within 60 days. Action was 
held up until the last day, and they just lost out on that account. 

I think that committee indicated the plan insofar as it applies to 
the Litvinov claims is not a good plan, that it is not a good reorganiza- 
tion, particularly since it doesn’t save the United States Government 
1 penny. I repeat, if I may, the fund must bear the entire cost of 
administration. Originally it was to be limited to $100,000. Last year 
the State Department represented that that would not be enough, that 
$200,000 would probably be needed. The resolutions originally called 
for 3 percent of the fund being the maximum for administration. They 
now call for 5 percent. Five percent of $9 million, which is the fund 
available for the Litvinov claimants, will be $450,000. That will come 
out of the claimants’ money. It is more than enough, if you have a 
separate commission, limited to 2 years within which to do this job. 

Chairman Ricwarps. What if this committee saw fit to shorten the 
cutoff date, and reduced the time for liquidation of the claims for title 
IV? Would you still have objection to the bill ? 

Mr. Motrer. I think that is the very least that you should do. If 
you are going to include title [IV as proposed in this committee bill, 
at least you should do that. 

I say to you, Mr. Chairman and members of the committee, however, 
that that is a provision you will write into this bill which is unenforce- 
able, because the commission goes on. It is a standing commission and 
willremain. They have 5 years in which to liquidate these four other 
new categories of claims. There is no limitation on the other claims 
over which they now have jurisdiction. They will go on as long as we 
have claims asserted against foreign governments, and you will have 
no means of saying to this commission, “You must do this job within 
2 years.” The law will say so, but there is no penalty if they do not. 

Chairman Ricwarps. The same thing would apply to an independ- 
ent commission, wouldn’t it ? 

Mr. Mutter. Except the independent commission will go out of 
existence at the end of two years. They know they must finish their 


job. 








70 FOREIGN CLAIMS SETTLEMENT COMMISSION 


Mr. Vorys. Isn’t that the problem as to any commission, independ- 
ent or otherwise? All they have to do is not to decide, and then 
Congress will face the proposition of letting them go out of existence 
and leaving claims unsatisfied, or of extending the life of the com- 
mission? If you can think up a gimmick that we could put in here 
to make these fellows do their work, that would be fine. 

We have found by cruel experience that putting a statutory death 
sentence on a commission doesn’t get the claims settled. 

Mr. Mutter. That is the very problem that bothers me. 

Mr. Vorys. I think that is what our chairman is thinking about. 

Mr. Motrer. I think all of you members of this committee have 
been bothered by that time and again with these claims commissions. 
You fix a deadline, the deadline would come and be gone and the job 
hasn’t been done. 

Mr. Dopp. Would it be possible to write into the resolution a re- 
quirement that the Litvinov claims must be settled first before any 
others are taken up ? 

Mr. Muvrer. May I answer that? You could write it in, but you 
run up against the practical difficulty of how would you handle it in 
order to get it done that way. What are you going to say to the claim- 
ant against the Italian funds as to why he must wait while the other 
claims are being liquidated? You don’t run into that question if you 
have a separate commission. 

Mr. Dopp. Wouldn’t this proposal under the Reorganization Plan 
No. 1 accomplish what seems to be troubling you? I don’t know how 
much more certain you can make these things, except to have the Con- 
gress direct the commission to do something. I assume they can fail 
to follow it, and I don’t know what you can do to punish them. Even 
if you set up two commissions, your Litvinov Commission could 
dilly-dally and go on just as you say this general commission might. 

Mr. Mutter. You have the additional pressure with the separate 
commission, that a man who is appointed to do a job with a limitation 
of time, I think, is going to do the job. He is not going to run the 
risk of his commission expiring and having a finger pointed at him 
that he didn’t do the job as required of him. The chances in a case of 
this kind of his being able to get an extension of time to do it is very 
slim, which would mean that someone else would have to come in to 
finish his work. I think his personal pride in accomplishment would 
probably require him to do the job. 

Mr. Cuatruam. I would like to speak for the Commission. This is 
a new Commission. They settled the Panamanian claims ahead of 
time, and the Yugoslav claims by the deadline. I would like to say 
that for the new Commission, with all this talk of their staying in 
forever. 

Mr. Mutrer. Mr. Chatham, I trust that neither the members of the 
committee nor the members of the Commission will feel I am being 
critical of what they have done. I agree with you that they have done 
a good job with the work that has been entrusted to them, and that 
they intend to do a good job with the additional work that will be 
entrusted to them. 

I think we are up against practical obstacles that we should try to 
overcome. The people that are involved in the Litvinov claims have 
been waiting for their money now for some time. They were de- 
prived of it in 1918. They were ready to get it in 1936 when we recog- 
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nized Russia. In 1939 they thought they were going to get it again, 
and they were stopped. I think we ought to try to say to them, “Cer- 
tainly you are going to get your money within 2 years, and we will 
do everything we possibly can to see that you get it.” 

Mr. Cuatuam. I agree with you. 

Mr, Fuuron. The question is, of course, as to whether we will repeal 
in part the Reorganization Plan No, 1 of 1954 by taking your sugges- 
tion, or by taking the Department’s suggestion, just put them all in 
the same package. Those two approaches are the two extremes. 

The other proposition that has been put here is one by Mr, Chatham 
and myself, that we segregate the various types of claims completely 
administratively under this particular legislation. As was brought 
out previously at the hearing, Mr. Clay, when he came on the Com- 
mission in April of 1954, has proceeded expeditiously so that the 
Panamanian claims were finished in 90 days and the Yugoslav claims 
in full by the end of 1954. 

With that history in mind, would you, Mr. Multer and Mr. Clay, be 
willing to increase the time for the filing of claims from 90 days to 6 
months, and then take a 2-year limitation for disposing of the work 
of the Commission on these claims. 

Chairman Ricuarps. Let him answer that. 

Mr. Futron. I believe an adequate procedure is 6 months and 2 

ears. 
. Mr. Mutrer. Whether the filing date is 90 days or 6 months is not 
too important. I think everybody can get their claims in within 90 
days, but if they feel 6 months is necessary to make sure they are all 
there, there can’t be any strong objection to that, provided the cutoff 
date doesn’t go beyond 2 years for the final approval disposition and 
disbursement of the claims. 

Mr. Fuuron. I would agree to that. As to the administrative costs, 
your bills have recommended 3 percent as to the Litvinov-type claim. 

Mr. Mutter. I think this year it is 5 percent. Both bills adopted 
the Department’s suggestion of making it 5 percent. 

Mr. Furron. The Department, of course, had other preliminary 
work to do on other types of claims. When we had the Philippine War 
Damage Commission in here, we settled off somewhere under 4 percent, 
because the claims were more easily ascertained. Would you accept a 
4-percent compromise on the administrative expenses for the Litvinov- 
type claims, because the preliminary work is done and the judgments 
and instruments are available in large part? 

Mr. Moutrer. The claimants will take anything from 5 percent 
down. That is to the benefit of the claimants. If you can save them 
any part of the expense, they will gladly accept any compromise. 

Mr. Fuuton. May I say as an attorney that 5 percent is a good deal 
for administrative expenses when much of the preliminary work is 
done. If you have a pencil and an arithmetic book, you can figure 
what the claim is. 

Mr. Mutrer. I think you are quite correct, Mr. Fulton. 

Mrs. Ketiy. I wondered if the status of the claims in title III are 
in any way identified with the status of those under title IV ? 

Chairman Ricwarps. You might ask Mr. Clay that when he testifies. 

Mr. Mutter. I can offer, subject to correction by the representatives 
of the executive department, Mr. Chairman, in my own opinion, that 
title III claims have nothing to do with title IV claims. 
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Mrs. Keuuy. Are they in a comparative status of completion 

Mr. Mutter. I don’t know enough about the Italian claims to say. 

Mrs. Ketiy. Considering the previous statement, it would look as 
if they were. 

Chairman Ricuarps. You could ask Mr. Clay that. Are there any 
other questions of Mr. Multer right now ? 

Mr. Hays of Arkansas. The Pink case that you refer to, is UV. S. v. 
Pink, the decision of the United States Supreme Court that held the 
Litvinov papers superseded the New York State insurance law ? 

Mr. Mutter. Yes, sir. 

Mr. Hays of Arkansas. What percentage of these claims are in that 
category ? 

Mr. Muurer. My guess is that 90 percent of these claims arise in 
favor of New York residents. Most of them were litigated in the 
State of New York. The Pink case was one typical case, where the 
United States Supreme Court said these people must bow to national 
policy. The Court held that our national policy was defined first by 
the Litvinov assignment. That was the first time in the history of 
our jurisprudence that we recognized a foreign government’s right to 
confiscate an American’s property. We ameliorated our recognition 
of the foreign government's confiscation by saying that we will gather 
together and marshal the assets here of that foreign government and 
of its confiscated companies, for the benefit of our nationals. 

Chairman Ricwarps. Thank you, Mr. Multer. 

Mr. Vorys. Could I ask one question of Mr. Multer? If Congress 
would provide, if it is not now available, statutory authority for an 
interpleader suit in either State or Federal court or in the Court of 
Claims, would that work faster or slower ? 

Mr. Motrer. As to future claims, I think it would work much faster. 

Mr. Vorys. What about these claims here ? 

Mr. Motrer. I think if you did that here you would bog the courts 
down now. 

Mr. Vorys. The court would no doubt appoint a master, or some- 
thing like that ? 

Mr. Mutrer. Yes. In effect, the court would have to do what you 
are doing now. The court would have to appoint a master—we call 
him a commissioner—and would have to x precisely what we are 
doing. By the time we got through the courts and had the court do 
that after the enactment of your interpleader statute to apply to these 
existing claims, we would probably be another 10 years. You would 
probably have to go through the courts to test its constitutionality, 
what effect it has on the right of liens, and on the property that is 
already vested. You would run into all sorts of legal questions. 

Mr. Furron. On this particular proposition, the question is one 
more of policy than of law, because, I believe Mr. Clay will agree with 
me, many of the decisions are not made on legally adequate evidence. 
They are on less than legally adequate evidence in many of the cases. 
The commission is therefore acting within a policy rather than simply 
as a court of law, according to rules and regulations laid down for 
the particular class of claimants and considering the kind of evidence 
that is possible under the circumstances. Would you agree with that? 

Mr. Mutter. I think you are right, Mr. Fulton. In all these matters 
where a commission or the State Department, as it did previously, is 
passing upon these claims against foreign governments, the rule has 
always been of international law that you take less evidence than is 
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essential in a court of law. You will take hearsay evidence, secondary 
proof, whereas in a court of law you must have good primary evidence. 

Mr. Furron. Would you accept the compromise on an administra- 
tive basis of Mr. Chatham and myself in order to get this thing moving 
quickly within this one piece of legislation ? 

Mr. Mutter. I would prefer to see this done by setting up a separate 
commission under title IV and have it handled in one bill. I do think 
you ought not to put the Government in the position of running out, 
if 1 may use the vernacular, on the representations that the Depart- 
ment of Justice made to the United States Supreme Court in the Pink 
case, that this is the way it is going to be done. I don’t think you 
ought to change that. The United States Supreme Court having 
approved that procedure, I don’t think you ought to now say, “We 
are going to throw this law out and put these claims into another 
commission.” 

Mr. Fuuron. You know what we ran into last year when we tried 
to act as if we were going to repeal any portion of Reorganization 
Plan No. 1 of 1954, and we couldn’t, frankly, get the support in the 
other body to get the legislation through separately. 

Mr. Mutrer. I think the other body is prepared to go along with 
a separate commission. I have no right to talk for the other body. 
I have talked to members there. I think they are prepared to say that 
the Supreme Court decision approving the 1939 resolution ought to be 
the policy to be followed and this should be kept separate. 

Chairman Ricnarps. Thank you, Mr. Multer. 

We will hear from Commissioner Clay, again, of the Foreign Claims 
Settlement Commission. Will you, for the convenience of the com- 
mittee right now, direct your attention to the contentions of our dis- 
tinguished colleague ? 


STATEMENT OF HENRY J. CLAY, COMMISSIONER, FOREIGN CLAIMS 


SETTLEMENT COMMISSION OF THE UNITED STATES 


Mr. Cray. Thank you very much, Mr. Chairman. 

To put it in capsule form, if I may, I can point up the six rea- 
sons why we believe this title [TV should remain in the proposed 
legislation. In the first place, we feel that the Commission is 
one source of review placed in the hands of individuals who are used 
to handling this particular type of claim, this is the type of technical 
legal problem that would be somewhat foreign to a separate and inde- 
pendent agency which is more or less of a one-shot deal. 

No. 2, undoubtedly because of the experience in handling claims of 
this type, there would be less paperwork involved, inasmuch as we 
have established methods and procedures in the Commission as a re- 
sult of having handled various claims programs in the past. Third, 
undoubtedly, because we are already in existence, there would be less 
overhead because we have in the course of the Reorganization Plan 
No. 1 of 1954 merged the two commissions and have cut down person- 
nel, and we are left with what we feel is the most experienced of person- 
nel that is available in Government service today. 

No. 4, we feel that inasmuch as we are a going Commission, estab- 
lished on a permanent basis, that there would be less administrative 
problems, as such, within the Commission itself. As a going concern, 
it wouldn’t have the administrative problems that would be involved 
in establishing a new commission. 
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No. 5—and I have repeated it in the other items—you would already 
have available experienced personnel who have already been abroad 
and are apprised of the very strange manners by which property is 
expropriated in these countries, matters that are somewhat foreign to 
our general concept of property. 

No. 6, less personnel, and the fact that under the proposed legisla- 
tion, the costs of administration do not as such cost the taxpayer 1 
cent. It isa loading charge against the several funds. 

Mr. Chairman, along that line, and as a result of questioning by 
Mr. Vorys and Mr. Fulton, we directed correspondence to the Director 
of the Budget, advising that we had been examined as to the position 
of the executive branch of the Government in keeping these various 
funds in one-package legislation. I have a letter which was written by 
the Chairman of the Foreign Claims Settlement Commission under 
the signature of Whitney Gillilland, its Chairman, to the Honorable 
Roland R. Hughes. If I may, I would like to read this letter into the 
record. 

Chairman RicHarps. Without objection, the letter will be read and 
placed in the record at this point. 

(The letter referred to is as follows :) 


FOREIGN CLAIMS SETTLEMENT COMMISSION OF THE UNITED STATES, 
Washington, D. C., March 24, 1955. 
Hon. Row.Lanp R. HvuGHEs, 
Director, Bureau of the Budget, 
Washington, D. C. 

Dear Mr. Huenes: The Committee on Foreign Affairs, House of Representa- 
tives, on Tuesday, March 8, 1955, commenced hearings on the proposal recently 
submitted to the President of the Senate and the Speaker of the House of Repre- 
sentatives by this Commission representing the executive branch position with 
respect to a claims settlement program concerning Bulgaria, Hungary, Italy, 
Rumania, and Russia. Your attention is invited to the fact that this submission 
is substantially identical to one made by you during the 83d Congress, 2d session, 
and introduced in the Senate as 8S. 3698. 

During the course of the hearings held on Tuesday last, among the points 
raised were the propriety and desirability of combining these proposed claims 
programs into a single piece of legislation for administration by one agency of 
the Government. It also became clear at that time that there should be pre- 
sented to the Committee on Foreign Affairs some clarification of the reasons be- 
hind the establishment of a single claims commission as provided for under 
Reorganizaion Plan No. 1 of 1954 and the rationale spelled out in the letter of the 
President transmitting that plan to the Congress. 

It is my feeling that as the agency with initial responsibility for overall or- 
ganization within the executive branch of the Government, your Bureau is more 
fully qualified to state the position of the executive branch in these respects. It 
will be appreciated if you will furnish the Commission with the reasons support- 
ing the submission of Reorganization Plan No. 1 of 1954, S. 3698 of the 838d Con- 
gress, and the draft bill upon which hearings are presently being held. 

Sincerely yours, 
WHITNEY GILLILLAND, Chairman, 


Mr. Ciay. Mr. Chairman, from the executive branch of the Govern- 
ment we received this reply, from the Bureau of the Budget, under 
the signature of the Acting Director, Percival F. Brundage. I would, 
by your leave, like to submit this for the record. 

Chairman Ricnarps. Without objection, it will be inserted in the 
record at this point. 
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(The letter referred to is as follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., March 29, 1955. 
Hon. WHITNEY GILLILLAND, 
Chairman, Foreign Claims Settlement Commission, 
Washington 25, D.C. 

My Dear Mr. GILLILLAND: This is in reply to your letter of March 24, 1955, 
requesting further details of executive branch views regarding organization for 
the settlement of international claims. 

On April 29, 1954, the President transmitted Reorganization Plan No. 1 of 
1954 to the Congress (H. Doc. No. 381, 88d Cong.) to establish the Foreign Claims 
Settlement Commission. In the accompanying message he stated that one basic 
purpose was to provide a single agency to complete existing claims programs 
and to settle more effectively future authorized programs by utilizing the expe- 
rience gained by existing claims agencies. Advantages of the organization estab- 
lished by Reorganization Plan No. 1 of 1954 were expected to include the more 
expeditious handling of claims, increased efficiency and economy, continuity of 
operations, and the minimizing of delays which have in the past characterized 
the establishment of new administrative arrangements for each type of claims 
settlement. It was contemplated by the reorganization that declining workloads 
of current programs could be meshed with rising workload of new programs. 
Finally, unified administrative direction of the functions and simplified organ- 
ization structure of the executive branch were expected. 

For these reasons, the plan transferred the functions of the War Claims Com- 
mission, the International Claims Commission in the Department of State, and 
the Office of Commissioner authorized to receive claims covered by the Litvinov 
Assignment to a new Foreign Claims Settlement Commission and abolished those 
agencies. The reorganization was allowed to take effect by the Congress, and 
the new Commission came into existence on July 1, 1954. The staffs of the 
two abolished Commissions were merged, and under a single Commission the 
Yugoslavian and Panamanian programs were completed by December 31, 1954, 
and substantial progress made toward the completion by March 31, 1955, of the 
war claims programs authorized up until 1954. It is to be noted that the Con- 
gress subsequently followed the principles of the reorganization by assigning 
to the Foreign Claims Settlement Commission additional claims programs re- 
sulting from the Korean conflict and World War II (Public Laws 615 and 744, 
83d Cong., August 1954). 

The bill now under consideration was specifically promised by the President 
in the reorganization plan message. An earlier version (S. 3698, 83d Cong.) was 
transmitted to the Congress on June 28, 1954, by the Bureau of the Budget. The 
present draft is a revision of that bill. It follows the administrative pattern 
set by Reorganization Plan No. 1 and Public Laws 615 and 744, by proposing 
assignment to a single experienced Commission of claims programs for United 
States nationals arising from en bloc settlements with the Governments of 
Bulgaria, Hungary, Rumania, Italy, and the Soviet Union. As you informed the 
Congress, the proposal reflects the views of the executive agencies, and its en- 
actment would be in accord with the program of the President. 

With reference to title IV of the proposed bill dealing with claims against the 
Soviet Union, the long delay in the settlement of claims of losses dating back to 
1917 was a specific concern of the executive branch at the time the reorganization 
plan and this legislation were being formulated. Although a single Commissioner 
to adjudicate these claims had been authorized in the joint resolution of August 
4, 1939, the Department of Justice only recently completed the task of liquidating 
the assets involved in the Litvinov Assignment. The Commissioner was never 
designated and funds never appropriated for the office. However, now that $9.1 
million has been deposited in a Treasury Department suspense account, it is the 
view of the executive branch that it is the appropriate time to move forward 
expeditiously under the proposed legislation to settle these claims. 


60601—55 6 
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Your Commission, as successor both to the International Claims Commission 
and the Commissioner of claims against the Soviet Union, is well equipped to ad- 
minister this program in the light of the continuous experience it has had in deal- 
ing with similar claims programs. The same skills developed in the Yugoslavian, 
Panamanian, and World War II settlements can be applied to the Soviet claims. 
To revert to the concept of a separate Commission, as proposed in House Joint 
Resolution 2 and House Joint Resolution 46, would entail a transfer of functions, 
the establishment of a new agency, the acquisition of new staffs and office space, 
and the inevitable concomitant delays traditionally experienced in such opera- 
tions. Your agency was established to prevent this sporadic stopping and start- 
ing of different claims programs. As you are aware, expeditious performance is 
not encouraged nor competent personnel retained by agencies with a short-life 
expectancy. We are also gravely concerned that the added cost of a separate 
agency would entail increased administrative costs which might reduce the share 
of the fund received by claimants. 

I understand that your Commission will give special emphasis to the prompt 
settlement of the Soviet claims, which of all the proposed categories have awaited 
relief the longest period. Although a 4-year limit on settlement is proposed, I 
understand that you will seek and expect to achieve an earlier disposition of 
most of the claims. However, realistic targets for completion of these very com- 
plex claims have been retained in the draft bill as a result of our experience with 
the smaller Yugoslavian and Panamanian programs which consumed 5 years in 
adjudication. 

I trust that the foregoing statement provides the information you requested. 

Sincerely yours, 





PERCIVAL F. BRUNDAGE, 
Acting Director. 


Chairman Ricnarps. So far as I am concerned, I recognize that it is 
not a good thing to have a whole lot of different commissions running 
around settling kindred types of claims. I also realize that so far as 
administration goes, if this commission is properly administered, it 
should be less costly to the Government. But the thing that worries 
me is that where you have a particular type of claim, where things 
have moved along pretty well, where the people who have those claims 
are not too widely separated in this country or in other places, as is 
the case under title ITV, could you wind up title IV before you 
adjudicate the other claims or not ? 

Mr. Cuay. Mr. Chairman, I think there has been somewhat of an 
overemphasis on the simplicity of being able to administer the title 
IV program. While it is admitted that the imperial Russian bonds, 
which represent some $75 million, are pretty well categorized and the 
claims in that regard might be quite simple to administer, and that 
there are a limited number, the figures have been quoted somewhere 
between 5 and 15 claims in which there are judgment liens, we still 
have a category of some 3,000 claims involving some $350 million 
involving expropriation and nationalization. 

Those claims have received no investigation whatsoever. It is our 
experience that in this type of claim there are many complex ques- 
tions of law. And I repeat myself again for emphasis’ sake, that this 
is the oldest program, claims involving expropriation which could 
have arisen any time after 1918 and up to 1933. You have the ques- 
tions involving decedent estate law, real property law, descent and 
the like. We feel that the 4-year program at the outside is a fair 
and reasonable time within which to handle and complete what we 
believe is a complex program. 

On the other hand, it doesn’t necessarily mean that if we are able 
to proceed along the lines which we hope, that the program, if it is 
found warranted, could not be completed in 6 months. 

Chairman Ricuarps. And the money paid out ? 
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Mr. CLtay. And the money paid out. 

Chairman Ricuwarps. There wouldn’t be any hangovers, or left- 
overs ¢ 

Mr. Cuay. I say the situation, if it could be that perfect, would be 
done and we would complete the program. There is an old adage 
that one good fact is worth a shipload of argument. If you have a 
desire to do something, it can be done. You could set up a commis- 
sion that might live as long as the old Spruce Commission lived. We 
are here to doa job. I think we can handle this thing, given a reason- 
able amount of time, and a reasonable amount of encouragement. 

Chairman RicHarps. You don’t think 2 years would be enough? 

Mr. Cray. I woulda’t want to set a time limit of 2 years, because 
I feel that this large group of claims involving expropriation might 
very well require a greater period of time. I say to you that if we 
find it is a simple proposition, and there is no pattern of experience 
that would support that, we might well be able to complete it within 
a 2-year period. 

Mrs. Ketziy. Could you tell us, Mr. Clay, how many claimants rep- 
resent that $350 million not previously investigated ? 

Mr. Cray. About 3,000 claimants. 

Mrs. Kexiy. There is no investigation previously carried out in any 
of those { 

Mr. Cray. No. 

Mr. Furton. $350 million. 

Mrs. Ketiy. I meant $350 million. 

Mr. Cuay. $350 million of alleged value expropriated. 

Mrs. Ketity. There has been no investigation on those 3,000? 

Mr. Cray. To my knowledge, that is correct. 

Chairman Ricuarps. Mr. Hays, will you take the Chair? 

Mr. Futon. Looking at the history of these claims for a moment, 
before Mr. Clay was appointed, there had been much complaint. Even 
the Commission had admitted there have been complaints. For ex- 
ample, on the Yugoslav claims, out of about 1,555 claims there were 
between 500 and 600 that had been adjudicated and paid with about 
$570,000 paid out. 

I might say that I believe that the Commission’s expenses were 
running between $500,000 and $900,000 a year. 

On the Panamanian claims, for example, there had been lots of 
preliminary work done, and not one of those claims of the $400,000 
had been paid out. When you came in in April 1954, at least I had 
been one of those complaining, the Panamanian claims still had to be 
done. You finished them up by June 30, 1954. 

The Yugoslav claims were scheduled to end, that is $17 million 
worth, by December 31, 1954. I might say for your great credit that 
they were concluded all by December 31, 1954. 

Here is the problem. With the past history it does make these 
claimants uncertain when the length of time is extended. It looks as 
if the program is going to run4 years. Sol agree with the gentleman 
from New York, Mr. Multer, that if we set a long period of time it is 
likely to string out. 

My recommendation has been a compromise of a 2-year limit on 
the Litvinov claims, and a 6-month period for proving the claim, and 
a 4-percent administrative expense instead of the Department’s rec- 
ommended 5-percent administrative expense. 
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Then, with the Chatham-Fulton recommendation of complete ad- 
ministrative separation, it gives Mr. Multer and the various groups of 
claims, separate handling within the area of reference of Reorganiza- 
tion Plan No. 1 of 1954. 

Might I comment further that I don’t believe we are going to be 
able to repeal in part Reorganization Plan No. 1 of 1954 w ithin a year 
after the executive dep: irtment has said that all these claims shall be 
handled together under one commission. 

In conclusion, could I make a correction in the letter from the Bureau 
of the Budget that has been read? Because in their answer they have 
said, toward the beginning, that the Panamanian claims, and the 
Yugoslav claims were settled by the Foreign Claims Settlement Com- 
mission, ending on December 31, 1954. Actually, the Panamanian 
claims were not settled by the Foreign Claims Settlement Commission 
but by the International Claims Commission before the Foreign 
Claims Settlement Commission ever came into existence. Isn’t that 
correct ? 

Mr. Cray. That is correct. 

Mr. Fuuron. Then the Yugoslav claims were finished off by Decem- 
ber 31, 1954, by the Foreign Claims Settlement Commission. Isn’t 
that right ? 

Mr. Cray. That is correct. The claims were completed by the 
Foreign Claims Settlement Commission; however, the staff that was 
used in completing the claims were pretty much the staff of the Inter- 
national Claims Commission that had been working on the claims 
prior to the reorganization plan. 

Mr. Fuutron. That might be the case, but some had left. 

Mr. Cray. That is correct, some had left. 

Mr. Fuutron. The Foreign Claims Settlement Commission wasn’t 
even set up by the time the Panamanian claims had been completely 
settled by the International Claims Commission. So I was simply 
correcting the fact in the letter. 

Mr. Hays of Arkansas (presiding). Mr. Pilcher ? 

Mr. Pitcuer. No questions. 

Mr. Hays of Arkansas. Mr. Williams? 

Mr. Witur1aMs. I wondered if the Yugoslavian claims were settlea 
pursuant to legislation similar to this. 

Mr. Cray. Very similar. 

Mr. Witu1ams. What was the cutoff date ? 

Mr. Cray. There was an original cutoff date which was not met. 

Mr. Witi1ams. What was that? 

Mr. Cray. That original date was a 4-year period. 

Mr. Witi1aMs. Four years from enactment ? 

Mr. Cray. That is correct. It was scheduled to end on March 10, 
1954. 

Mr. WituraMs. That is for payment or filing of claims? 

Mr. Cray. For completion of the program. 

Mr. Wiiu1aMs. I meant, for the filing of claims. 

Mr. Cray. There was a 1-year limitation on that, Mr. Williams. 

Mr. Wuu1aMs. I have run into people that missed that cutoff date. 

Mr. Cray. I will say this to you, Mr. Williams. There was a 1-year 
cutoff date, and while the Commission was in the process of admin- 
istering these claims, any claim that came in which was meritorious, or 
certainly in the case where there was hardship, the Commission always 
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leaned back to receive that claim. Of course, at the very end when 
claims were filed and it was impossible to investigate those claims 
which would prejudice the completion of the program, naturally in 
that case we had to reject such claims. 

Mr. WittiaMs. What is your opinion on a 90-day cutoff ? 

Mr. Cray. In title LV ? 

Mr. Witu1aMs. Yes. 

Mr. Cray. I think a 90-day period is reasonable. I think the 6 
months would be a little more reasonable. If we are trying to work 
out a compromise here, I don’t think it is so much on the question of 
the filing of the claims as it is the administering and the adjudicating 
of the claims. However, you must remember that under title LV these 
claimants are located all over the United States. I don’t know how 
well organized they are. We have to go out and more or less advertise 
the fact that this legislation has been passed. Some of these people 
are organized into little groups. In other cases they are to be found 
over the length and breadth of the land. 

Mr. WittiaMs. I got the impression that most of them were in the 
New York area; that is, for the $75 million. 

Mr. Cray. That is probably for the bondholders. As for the expro- 
priation claims, I think you could say they may be found throughout 
the United States. That is the problem. 

As far as the lien claims are concerned, and as far as the bond claims 
are concerned, heavens, I think that could be done in a month’s time. 
The big problem involves the 3,000 expropriation cases that we would 
antic ipate. 

Mr. Witiiams. What was the letter you were reading that contained 
the statement that the Commission was set up with a short-life ex- 
pectancy ¢ 

Mr. Cray. That was a letter from the Bureau of the Budget. 

Mr. Wituiams. What was the point of that 

Mr. Cuiay. The purpose of this was that a short-lived commission 
would be inexperienced, and there would be a stopping and starting 
in the orderly processing of recurring international claims programs. 
This is one program. There may be other programs. There will be 
a German proposal, which will shortly be up before this committee. 
These claims programs progress from time to time as the Department 
of State advises us that they are ready for processing new claims 
programs. 

Mr. Chairman, by your leave, sir, there was some discussion during 
the last time that I appeared before your committee concerning a com- 
parison between the United States Philippine War Damage Com- 
mission and the Foreign Claims Settlement Commission. Mr. Fulton 
was the one that pointed that up. He indicated that the costs of 
settling those claims ran somewhere around 2.7 percent. 

Mr. Fuuron. I believe I said there were between $11 million and $12 
million administrative expenses on $400 million of funds. 

Mr. Cray. That is correct. I do have a comparison between the 
problems involved by that Commission and this Commission, if it will 
be helpful. 

Mr. Futon. If you will put that in the record. I am glad to see 
you, Mr. Clay. in the program. 

Mr. Ciay. Maybe I am belaboring it, Mr. Chairman. I have a 
comparative analysis between the operations of that Commission and 
this Commission. I do have some information on the costs of the Mexi- 
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can Claims Commission as distinguished from the Yugoslav Claims 


Commission. 
Mr. Hays of Arkansas. 
record. 


Without objection, these will be put in the 


(The information referred to is as follows :) 


ELEMENTS To BE CONSIDERED IN COMPARING UNITED STATES PHILIPPINE WAR DAm- 
AGE COMMISSION WITH FOREIGN CLAIMS SETTLEMENT COMMISSION OPERATIONS 


UNDER THE SATELLITE BILLs 


UNITED STATES PHILIPPINE WAR 
DAMAGE COMMISSION 


1. “Cordial cooperation” of the Phil- 
ippine Government and _ subsidiaries 
since awards were for the benefit of the 
Philippine people (U. 8S. PWD final re- 
port, p. 43). 

2. Peak employment August 1949 with 


FOREIGN CLAIMS SETTLEMENT 
COMMISSION 


1. Payment to be made to United 
States Nationals—cooperation of coun- 
tries whose assets were seized will be 
given at additional cost because of in- 
ternal conditions and feelings. 

2. Majority will be Americans with 





1,085 staff members; majority were Fil- higher rate of pay for satellite opera- 
ipinos; only 125 were Americans (final tions. 
U.S. PWD report, p. 43). 

3. Token Washington staff, all opera- 
tions in Philippine Islands. 

4. Cost of cooperating agencies not 
included. 

5. Travel expenses held to minimum 
because of few Americans requiring 
transport from United States. Army 
and Navy facilities probably were used 
extensively as well as local transport 
provided by Philippine Government. 

6. Larger amount of claims $588 mil- 6. Claims approximately $37 million ; 
lion with less cost of processing per cost per claim processing will be higher 
claim within a comparative short period due to different nature of claims and 
of time after damage. the complexity of investigation and 
greater and varied claims area. 

7. Appraisal will have to be done by 
Americans at higher cost for research, 
interpretation and analysis, time ele- 
ment. 


8. Larger Washington staff, bulk of 
operations be done in Washington. 
4. All costs will be paid from funds. 


5. Transportation will be high since 
Americans will have to travel exten- 
sively in checking and investigating 
claims. 


7. Appraisal done by Philippine per- 
sonnel having English background. 


Mr. Cray. I would like to read into the record the problem relating 
to the Mexican Claims Commission The Mexican Claims Commis- 
sion ended up with appropriations which amounted to about 6.3 per- 
cent of the amount of the total claims which were certified to the 
Treasury. Their actual work performance, considering the value of 
the dollar at the time, was quite remarkable. Funds were appro- 
priated for the review of approximately 1,255 dockets covering 1,397 

“ases, With amounts claimed to about $350 million. 

This Commission had 355 petitions for review, of which 247 were 
granted and 108 denied. The cost of reviewing the docketed items, 
using the appropriation of $2,575,000 for an estimate, came out to 
about $2,051 per docket. 

In comparison, at a 5 percent administrative basis, the nebulous 
figure of somewhere between 9,000 to 13,500 claims under the satellite 

rogram would resolve itself into approximately $500 per claim. The 
Vcceainy claims cost about, as I say, $500 apiece, which was about 
4.486 percent of the total certified awards. However, there were not 
included in these costs items not charged by other governmental 
agencies which cooperated with us in the administration of this pro- 
gram. 
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With all the uncertainties facing us in this type of a program, I 
feel that the 5-percent figure is a reasonable amount for advertising 
the program, for investigating and adjudicating the claims. The fact 
that much of the needed research material required to bear out these 
claims is behind the iron curtain certainly indicates the vague nature 
of the attached projections. 

As far as comparison with the Philippine War Damage Commis- 
sion, I have repared for the record an analysis, and also we have pre- 
pared, Mr. Chairman, a section by section analysis of this bill which 
will be submitted for the record. Also, we have prepared an analysis 
for the committee of the provisions of title IV of this proposed legis- 
lation and House Joint Resolution 2 and House Joint Resolution 46. 

Mr. Hays of Arkansas. Thank you very much. Are there any 
other questions ? 

Mr. Fuuron. There are no claims of the United States Government 
made against the Litvinov fund, are there, or any one of these funds 
under this particular proposed bill ? 

Mr. Cray. I am advised by Mr. English of the State Department 
that there are none. However, the United States Government under 
the proposed legislation might be an eligible claimant.‘ As you re- 
call, under the Yugoslav claims, we did have a claim of the United 
States government for an airplane, and I believe, 2 jeeps, which we 
made an award to the government for some $450,000 covering those 
2 items. 

Mr. Fuuron. As a matter of policy, the Executive should take a 
position on the Litvinov claim fund, because if there were exercised 
a United States claim it might bankrupt the fund as far as general 
creditors were concerned. Do you agree on that ? 

Mr. Mutrer. There is no doubt about that. There is one other 
point along the same line which the committee should have settled by 
the executive department, and that is the approximately $1.5 million 
of postal funds which are now a part of the Litvinov fund. 

At one time the Treasury Department took the position that that 
belonged to the United States Government and no one could contest 
that position. I understand the Treasury Department says that may 
be included in the entire fund. 

Mr. Butxock. It is in the bill now. 

Mr. Motrer. I think it should be very definitely settled that the 
Treasury Department is willing that this committee propose its legis- 
lation that way. I don’t think the Congress ought to take that upon 
itself without an express statement from the Treasury Department 
that they are giving up their right to that part of the fund. 

Mr. Futon. The position of the United States Government either 
as a claimant to any portion of the fund or claimant for expropriation 
should be made clear by the Executive as we act on this bill. That 
would apply to almost any country, too. 

Mr. Cuay. I think there is one thing that the committee should 
know, that these funds are really bounties or gratuities, in answer to 
Mr. Vorys’ question as to whether or not there should be a review 
in the Court of Claims. This is really an act of grace by this Govern- 
ment and, although, as you suggested, Mr. Fulton, we must determine 
these claims as best we can in our view of what the law is, we still 
have to make our certain findings of fact. 


1Mr. Clay corrects this statement in his testimony on March 30, 1955. (See p. 90.) 
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It has always been the contention of the Commission that certain 
presumptions are always with the claimant. We always try to carry 
out the mandate of the Congress, that the Congress establish these 
funds to pay American nationals for losses as the result of either war 
damage or these expropriation statutes. 

There have been some criticisms that we have not been liberal enough 
in making awards. But we have a dual responsibility. We make our 
findings of facts and conclusions of law in our awards. They are final 
and binding. They are not reviewable by any court of law. We feel 
we have more than just an administrative responsibility. We are, in 
effect, creating international law for a similar type tribunal in other 
countries. 

There is no question about the fact that many of these claims arise 
behind the Iron Curtain, and there are many very sophisticated ways 
that these properties are taken. Certain property rights are lost with- 
out the full title passing on the land registry books. In certain of 
these cases, we have found that there was a taking and we have made 
an award, 

Mr. Fuuron. Mr. Chairman, my recommendation for this legisla- 
tion would be to make good to these claimants in part or in whole for 
what they have lost, and not for the purpose of giving anybody any 
unjust enrichment. My point is that in the case of the Russian bonds, 
in the depth of the depression and under necessity many people sold 
their Russian bonds and they were picked up by speculators. 

For example, Mr. Chairman, a $1,000 bond would go for $3 or $2. 
Then when those bonds went into default, the holder might have a 
claim for the face amount of the bond, $1,000, at a high rate of inter- 
est on the face amount of the bond, much above our United States 6 
percent limit. Then if the holder got a judgment in a court of law, he 
would have the face amount of the bond, plus the very high rate of 
interest, maybe 8 or 10 percent, showing on the face of the bond, and 
then once the judgment is obtained he could then continue to get inter- 
est on interest. 

My position is that I hope the legislation and regulations of the 
Commission will be set up for the purpose of making people whole or 
going toward that. Secondly, that we can avoid great and unconscion- 
able profits of many thousand percent by speculators who would profit 
on these poor unfortunates who had their property expropriated and 
then had to sell what little they had at a great discount to live. 

Next I hope that the legislation and regulations will not in any case 
allow anything over the legitimate rate of 6 percent interest in the 
United States of America. And next, I hope that you will under no 
circumstances pay interest on interest. On the contrary, I hope you 
will respect the people who have obtained legitimate judgments for 
legitimate claims, because they are certainly entitled to the full pro- 
tection of our laws. There is a double responsibility here. There is 
the responsibility of respecting the people with legitimate claims and 
seeing that they are paid quickly; aa on the other hand, the pre- 
vention of unjust and undue profits by people under an unfortunate 
situation. 
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Would your Commission under this proposed bill have that power ‘ 
If the fund pays to the people who are making great profits, you are 
depriving other people who have a right in the same fund who are just 
being made whole. 

Mr. Cray. I think that is covered in section 408, subdivision (d), 
of the proposed bill. 

Mr. Furron. I want to hear it definitely. I would vote against 
the legislation if it is going to be a speculator’s bill. What section is 
that 

Mr. Cay. Page 45, subdivision (d). Specifically, the right of the 
Commission to do that would be incorporated in the subdivision on 
page 41, the right to determine the validity and amounts. 

We inferred under the Yugoslav claims agreement in several deci- 
sions that it was not the policy of this Government to espouse the 
claims of individuals who were engaged in the speculation of securities. 

Mr. Fuuron. There has been under the Litvinov Assignment in some 
instances. 

Mr. Cray. There is another specific section that I might invite your 
attention to, Mr. Fulton, on page 43, section 405. 

Mr. Furron. One further question and Iam through. In the deter- 
mination of these claims and their allowance, as well as the payment 
from the funds, I would expect that the law which would be applicable 
to be the domestic law of the United States of America, taking into con- 
sideration the policy of the executive department of the Government. 
Under this particular bill I understand that not only is it stated that 
these claims will be allowed and paid under that law, with the execn- 
tive policy of the United States Government, but also under inter- 
national law. How far will international law be taken into considera- 
tion by your Commission ¢ 

Certainly you won’t use Russian law ? 

Mr. Cray. No, sir. I think that is a problem that is reflected in the 
position that the representatives of the Department of Justice will 
testify on, questions relating to the vesting of assets and the manner 
in which they are covered under the assignment. 

Mr. Futron. Do you think you have enough leeway, as a matter of 
discretion, within the Commission to prevent unjust enrichment and 
speculators gaining a large part of this fund ? 

Mr. Cray. As the proposed legislation is written, this has been gone 
into in great detail, we feel there is sufficient protection to provide the 
Commission with the authority to adjudicate these claims strictly on a 
meritorious basis and discourage the filing of speculative claims. 

Mr. Hays of Arkansas. Are there any other questions ? 

Mr. Cray. Mr. Chairman, I do have two pieces of correspondence 
that have been received by the Commission but are for the committee. 
One is from the Sofia American Schools, Inc., by Mr. Robert S. 
Hardy, secretary and trustee of Sofia American Schools, Inc., which 
he has sought to have included in the record. 

I also have a letter from Alvin E. Heutchy, attorney at law, from 
New York, who has addressed the letter to the committee and asked 
that it be inserted in the record. 
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Mr. Hays of Arkansas. Without objection, both letters will be in- 
serted in the record at this point. 
(The letters referred to are as follows :) 


Soria AMERICAN ScHOOLs, INC., 
New York, N. Y., March 24, 1955. 
Re 8. 1310. 
COMMITTEE ON FOREIGN AFFAIRS, 
House of Representatives, 
Washington, D. C. 

GENTLEMEN: On behalf of Sofia American Schools, Inc., I wish to express 
support of the above bill introduced by Senator George and providing inter alia 
for the vesting of blocked Bulgarian assets and their application to the payment 
of claims of nationals of the United States against the Government of Bulgaria. 
However, I respectfully urge that section 217 (3) of the bill (providing for 
payment of claims arising out of Bulgaria’s failure to meet obligations arising 
out of contracts which existed on, or out of other rights which were acquired 
by nationals of the United States prior to April 24, 1941, and which became 
payable prior to September 15, 1947) be deleted. 

Sofia American Schools, Inc., is a Massachusetts charitable corporation incor- 
porated March 4, 1926, which from 1926 until 1942 operated a coeducational col- 
lege in Bulgaria under the name of the American College of Sofia. The American 
College was operated and financed by Americans interested in furthering in 
Bulgaria the interests of Christian education, spreading the ideals of American 
democracy and fostering close cultural ties with the United States. 

Following World War II the Bulgarian Communist regime successfully re- 
sisted all attempts by Sofia American Schools, Inc., to reopen the American College 
of Sofia and on February 15, 1949, seized the college campus, buildings, and 
school equipment and turned them over to a school for political police officers. 
Full details of this seizure are set forth in the statement of the claim of Sofia 
American Schools, Inc. v. The Bulgarian People’s Republic which was filed with 
the Department of State on April 8, 1953. The value of the property at the time 
of its seizure was approximately $1 million. 

Sofia American Schools favors the deletion of 217 (3) because it would reduce 
the amount of the Bulgarian claim fund available for claims covered by article 
23 of the Bulgarian Peace Treaty and nationalization claims by permitting recov- 
ery on contractual claims, including bond claims, against the Bulgarian Gov- 
ernment. 

The United States has traditionally in its diplomatic intercourse not afforded 
the same support to claims based on breaches of contract as to those grounded 
on treaty rights or a taking of an American national’s property. This country’s 
practice in respect of contract claims is illustrated by the following excepts from 
Hackworth’s Digest of International Law, published by the Department of State: 

“Generally speaking the Department of State does not intervene in cases in- 
volving breaches of contract between a foreign state and a national of the United 
States in the absence of a showing of a denial of justice. However, it may use 
its informal good offices in appropriate cases in an effort to bring about an 
adjustment of differences. The practice of declining to intervene formally prior 
to a showing of denial of justice is based on the proposition that the Government 
of the United States is not a collection agency and cannot assume the role of 
endeavoring to enforce contractual undertakings freely entered into by its na- 
tionals with foreign states.” 

~ * * * a * + 


“ ‘Tt should be understood that if a sovereign, to whose attention the United 
States brings the matter of a contractual claim, denies the validity of the claim 
or refuses its payment, the United States Government does not ordinarily press 
the matter further, since by the law of nations there is no redress for the repudi- 
ation of such a claim. Moreover, if such sovereign declares that his courts are 
open to the alleged creditor this also is good ground for a refusal by the United 
States to interpose further.’—The Assistant Secretary of State (Wilson) to 
Albert A. Giesecke, July 14, 1909, MS. Department of State, file 20468.” 

+ * + * a * * 


“* * * while the situations created by default on foreign bonds, whether 
partial or complete, are given constant study by the Department of State, it has 
been the policy of this Government to consider them primarily matters for direct 
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negotiation and settlement between the foreign debtors and the American bond- 
holders or their representatives. American citizens who purchase such obliga- 
tions do so upon their own responsibility and at their own risk. While the De- 
partment is always glad to facilitate settlements in such cases when possible, it 
has long been the policy of the Department, repeatedly stated by various Secre- 
taries of State, generally to decline to intervene in the enforcement of such obliga- 
tions, save under very exceptional circumstances, as, for example, where Ameri- 
can nationals are discriminated against in connection with payments made by a 
foreign government on its obligations.—The Assistant Secretary of State (Welles) 
to Samuel O. Leslie, June 14, 1935, MS. Department of State, file 832.51/1054.”? 

By a final decree of the Supreme Judicial Court of Massachusetts entered 
April 9, 1952, Sofia American Schools, Inc. is permitted to use its general funds 
and the income from its endowment funds (except scholarship funds) for educa- 
tional purposes in Near Eastern and Balkan countries other than Bulgaria pro- 
vided that such countries are not under Communist governments. 

It is the present policy of the board of trustees to devote such funds to the sup- 
port of Robert College and the American College for Girls in Turkey, and any 
additional funds or income resulting from the successful prosecution of the claim 
against the Bulgarian Government would be available for this or similar educa- 
tional purposes in that area. 

Bulgarian assets awarded to Sofia American Schools, Inc. as compensation for 
the confiscation of the American College of Sofia’s property by the Bulgarian 
Communist regime would be effectively employed in the furtherance of this 
country’s national interests in the Middle East. Financial support would be 
afforded to American educational institutions which can be such effective instru- 
ments in creating in that area a trained democratic leadership desirous of main- 
taining friendly relations with the West and equipped to deal effectively with 
the challenge of communism at home. 

Very truly yours, 
Rosert 8. Harpy, 
Secretary and Trustee of Sofia American Schools, Inc. 


NEw York, N. Y. March 21, 1955. 
The ForEIGN AFFAIRS COMMITTEE, 
House of Representatives, 
Washington, D.C. 

GENTLEMEN: My name is Alvin E. Heutchy, with offices at 521 Fifth Avenue, 
New York, N. Y. I appear here as a New York attorney in behalf of a number 
of clients who are potential claimants under this bill presently before you, 
which seeks to further amend the International Claims Settlement Act of 1949. 
My particular interest relates to those claims which would fall under title 2 of 
this bill, which pertains specifically to the countries of Bulgaria, Hungary, and 
Rumania. 

As you know, gentlemen, treaties of peace were signed with Bulgaria, Hungary, 
and Rumania, respectively, at Paris, France, on February 10, 1947, and came 
into effect between those countries and the United States on September 15, 1947. 
Under those several treaties, these former enemy powers were required to restore 
all legal rights and interests and to provide compensation for damage to prop- 
erty to nationals of the United States. Furthermore, these governments were 
required to nullify all measures of seizure, sequestration, and control taken 
against United States nationals between the period of the outbreak of war and 
the coming into force of the said treaties. In addition, these treaty arrange- 
ments provided that property so expropriated was to be returned in good order 
and that these former enemy powers would agree to indemnify United States 
nationals for the loss or damage they sustained as a result of such war measures. 
As you are aware, no American owner of property situated in these Balkan 
countries has received any compensation by way of war damage nor payment 
for property which was affected by nationalization measures, 

I appear in support of this legislation which would assign to the International 
Claims Commission of the United States the duty and responsibility to receive 
and determine in accordance with applicable substantive law, including inter- 
national law, the validity and amounts of claims of nationals of the United 
States against the Governments of Bulgaria, Hungary and Rumania, These 





15 Hackworth Digest of International Law (1943), pp. 611, 612, 625-626. 
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claimants should be compensated as provided under this act for failure of the 
former enemy nations to (1) restore or pay compensation for property, rights, 
and interests of nationals of the United States in amounts not to exceed two- 
thirds of the loss or damage actually sustained; (2) to pay effective compensa- 
tion for the nationalization, compulsory liquidation, or other taking of prop- 
erties of nationals of the United States in Bulgaria, Hungary, and Rumania; 
and (3) to meet obligations under contracts which existed on, or out of other 
rights which were acquired by nationals of the United States in Bulgaria, Hun- 
gary, and Rumania. 

The question of eligibility of claimants under this title is of great moment. 
Section 201 (5) defines or prescribes that nationals of the United States include 
“persons who are citizens of the United States.” The eligibility for relief under 
this title generally relates to (1) being a national of the United States and 
(2) failure of these satellite countries to restore or pay compensation to such 
nationals as required by the said treaties or for the nationalization of property 
rights of nationals of the United States in these countries. 

In order to properly interpret the meaning of the word “national,” we must 
look to the usage of “United Nation national” as defined in the treaty. Here 
one finds that such a person or persons were individuals who are nationals of 
the United Nations, or corporations or associations organized under the laws 
ot any of the United Nations at the time of the coming into force of the treaty 
(i. e., on September 15, 1947), providing that such individuals, corporations, or 
associations also had that status at the date of armistice, which in the case 
of Rumania was September 12, 1944; Hungary, January 20, 1945; and Bulgaria, 
October 28, 1944. 

To restrict claimants under this proposed law to those United Nation nationals 
who were citizens of the United States under the treaty interpretation on the 
date of the armistice would be a grave hardship to many hard-working and 
loyal new citizens of this country. I urge your consideration to the treaty 
date itself, September 15, 1947. Thus, any such individual who was a citizen 
of the United States on September 15, 1947, and continued as such to and until 
the date of passage of the proposed law and who had a provable claim would be 
entitled to compensation under this program. 

I respectfully and earnestly urge adoption of this amendment in the best 
interests of many deserving future claimants. 

Very truly yours, 
ALVIN E. HeutcHy. 





Mr. Wiu1ams. Mr. Fulton’s inquiry has interested me—I don’t 
wish to delay—particularly on the point of speculators’ possible gains 
under this. I take it that in the Yugoslav settlement that question 
arose, and you said you had decisions. Would it be proper to have 
a decision inserted in the record at this point to show how a claim, 
where the question of speculation came in, was handled by the Com- 
mission ¢ 

Mr. Hays of Arkansas. I think that would be very helpful, if it 
doesn’t unduly encumber the record. What do you think, Mr. Clay? 

Mr. Cray. There are a number of decisions. I think there is one 
or more, if the committee desires, that can be inserted in the record. 

Mr. Hays of Arkansas. Let us look at it tomorrow. We will be 
back then. I have one question, by the way. Mr. Clay, do you think 
the handling of the Keogh bill, on page 3, and I have the resolution 
in front of me, lines 19 through 24, would be acceptable, “The Com- 
missioner shall give preference to the disposition of those claims en- 
titled to priority of payment under section 11 (a) (1) and shall as 
soon as practicable certify to the Secretary of the Treasury copies of 
all awards made in respect of such claims without awaiting the ad- 
judication of those claims payable under section 11 (a) (2)”? Are 
you prepared to answer that ? 

Mr. Cray. The answer to that is this: There is no doubt that we 
could adjudicate those claims and probably, where they are meritori- 
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ous, make an award. However, under the proposed bill you will note 
that there is a schedule for payment. 

If the committee is of the sense that it should give these prior lien 
creditors a priority in payment, and would so express it in the pro- 
posed legislation, there is no doubt that we could do it and the money 
could be paid. However, I want to have Treasury make an observa- 
tion in that regard. From my personal point of view, I can see no 
objection. 

Mr. Fuxiron. Doesn’t the Commission under the United States law 
that I have been speaking of have to give full faith and credit 
to the judgment of the court of any State or any district court of 
the United States? So that under the Constitution you are required 
to do certain things which Mr. Keogh’s bill simply lays out adminis- 
tratively ? 

Mr. Cray. Mr. Fulton, generally speaking, I would say that is a 
correct interpretation of the law. But I think you will agree that 
there is a difference where a judgment is obtained by fraud. There is 
no statute of limitations against fraud. An interested party could 
always go in and overthrow such a judgment obtained by default. 

Mr. Fuuron. The question then comes up of going behind each of 
the judgments that have been brought in the State courts, and final 
judgments rendered by United States courts of legitimate jurisdiction. 
Would your Commission procedure be to disregard the judgment and 
hear evidence on the claim anew? Iam sure the gentleman from New 
York, Mr. Multer, is interested in the problem of proof required. 
Would the Commission be required to go into the New York courts 
and reopen the judgment ? 

Mr. Mutter. I believe that the law is uniform both in the Federal 
courts and in every State court, that a judgment, even a default judg- 
ment, must be honored, unless it be obtained by fraud or collusion, in 
which event even then there is a limited time in which you can move 
to open the default or vacate the judgment. That is limited toa certain 
period of time. It varies in the various States as to how long after 
the discovery of the fraud. As long as the judgment stands, even if it 
is based on fraud or collusion, you must honor the judgment. If it is 
to be attacked at all, it must be attacxed in the court that granted the 
judgment. 

Mr. Furron. That is the point I am making. I think we should 
have an opinion of the Department of Justice on that procedure, as 
it affects the constitutional rights of the individual over and above the 
legislation which is here pr oposed. 

“Mr. Cray. Mr. Sweeney will probably appear tomorrow morning 
on behalf of the Department of Justice. I think he would be in a 
better position as our law yer to give you an opinion on that, Mr. Fulton. 

Mr. Hays of Arkansas. I think: we should adjourn, unless there 
is some witness who cannot be here tomorrow. We will adjourn until 
10: 30 tomorrow, 

(Whereupon, at 12: 40 p. m., the committee adjourned.) 




















FOREIGN CLAIMS SETTLEMENT COMMISSION 


WEDNESDAY, MARCH 30, 1955 


Hovst oF REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D.C. 

The committee convened in room G-3, United States Capitol, at 
10:50 a.m., Hon. James P. Richards (chairman) presiding. 

Chairman RicnHarps. The committee will come to order, please. 
Ladies and gentlemen, we will proceed to consider the committee 
print of a bill to amend the International Claims Settlement Act of 
1949, as amended. I believe we will first call Commissioner Clay to 
complete a phase of his testimony this morning. 


STATEMENT OF HENRY J. CLAY, COMMISSIONER, FOREIGN CLAIMS 
SETTLEMENT COMMISSION OF THE UNITED STATES 


Mr. Ciay. Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Clay, I believe you wanted to connect 
up some of your previous testimony ? 

Mr. Cuay. Yes, sir. Mr. Chairman, after speaking with Dr. Bul- 
lock there are several statements in the record yesterday which, upon 
study should obviously be clarified. Under section 405 there was 
discussion relative to the speculative nature of the claims under title 
IV. 

In response to that problem, I think, to specifically point up the 
problem, by your leave, I will read into the record section 405 of 
title LV: 

The amount of any award based on a claim of a national of the United States 
other than the national of the United States to whom the claim originally accrued 
shall not exceed the amount of the actual consideration last paid therefor prior 
to January 1, 1953. 

I might say that the January 1, 1953, date was an arbitrary date that 
was picked. As an example of the intention let me illustrate: If the 
claimant originally purchased a bond for $1,000 prior to January 1, 
1953, his claim would be in the amount of $1,000. If he purchased 
the original issue of the bond at a date prior to January 1, 1953, at a 
discount, but was the original purchaser, say, for $800, his claim would 
still be $1,000. 

If the claimant purchased the bond from an original holder for an 
amount less than the face amount, say, for $500, prior to January 1, 
1953, his claim would be in the amount of the consideration that he 
paid for it, namely, $500. 
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If after January 1, 1953, the claimant purchased the bond from a 
holder for a consideration of, say, $200, his claim would likewise be in 
the amount of $200. 

To show the speculative aspect of the situation, if, say, after January 
1, 1953, the claimant before the Commission sought to press his claim 
for an amount of $500 for which consideration he had paid only $200— 
let me correct that—if he had paid $500 for the bond after January 
1, 1953, by the way of a purchase from a bondholder who had in turn 
purchased it for $200, his claim would be limited to $200. That is 
our interpretation of section 405. 

Mr. Gorvon. Would that eliminate any possibility of interest that 
would accumulate during that time? Or would they have the right 
to collect interest on them ¢ 

Mr. Cray. I am advised that the question of interest would also be 
taken into consideration. 

Mr. Gorpon. Plus his $200? 

Mr. Cray. That is correct, sir. 

Mr. Cuarnam. Mr. Clay, can you get exact records on these specula- 
tive transactions ? 

Mr. Ciay. We would have to examine the claimant as to the nature 
of the transaction. He will naturally have to carry the burden of 
proof to show the nature and the extent of the consideration paid, and 
the date of the transaction. 

Mr. CuatHam. You have to go back of the claimant. If the claim- 
ant paid $500 to a man who paid $200, you have to go back another 
step ¢ 

Mr. Cray. It is one of our problems in such an investigation. 

The second problem, Mr. Chairman, was a question from the com- 
mittee as to whether the United States Government would have a claim 
under these various claims funds. I was in error when I reported to 
the committee that the United States Government would have a claim 
under these various funds. The correction is that the sole claimants 
from these funds would be nationals of the United States. The in- 
volved obligations to the United States from these various satellite 
countries runs into such astronomical figures that it is deemed by the 
Department of State that any claim of the Government should be 
taken care of at a future date in whole rather than at a piecemeal 
settlement. Undoubtedly if the United States Government became 
a claimant here, it would so dilute the proportionate share of nationals 
that their recovery would be a very small percentage. 

Chairman Ricuarps. In response to Mr. Gordon’s question, and Mr. 
Chatham’s question, you stated that you would take into consideration 
the matter of interest. What is the criteria? What is the basis that 
you are going to use to decide whether anything additional would be 
paid over and above the amount invested ¢ 

Mr. Gorpon. Will the gentleman yield at that point? What rate of 
interest would be paid, also? 

Chairman Ricuarps. Your Commission is something like a court. 
You have a wide area, according to the testimony of the witnesses, of 
discretion. It seems to me that things should be tied down. 

Mr. Gorpon. What would be the maximum interest paid ? 

Mr. Cuay. There is no provision on that. The only way I can ex- 
plain this is that the bond as a security carries, in connection with 
its basic face obligation, a responsibility to pay interest. 
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Mr. Gorvon. Is there any fixed rate on them ? 

Mr. Cray. I am sure there is a fixed rate set forth on the face of 
the bond. They probably vary from issue to issue. I am not familiar 
with what the basic underlying interest rate is. But it is like any 
security, the interest is just as much of the obligation as the face 
amount of the bond. Therefore, interest would be a provable item of 
the claim. 

That would only come up, Mr. Chairman, in connection with the 
original holder of the bond, the man who bought a $1,000 bond back 
in 1918. He would have the right to claim the face amount, plus the 
accrued interest. However, if that bond was then sold to somebody 
else in the interim, the individual who bought that bond would only 
be able to recover the amount of consideration that he paid for that 
bond. 

Chairman Ricwarps. That puts both of them on the same basis? 
In either case, he gets just what he paid ? 

Mr. Cray. That is right, with the exception that the original bond- 
holder gets the full amount of the obligation. 

Chairman Ricuarps. I am talking about purchasers. 

Mr. Cray. That is right. 

Chairman Ricuarps. Before and after 1953? 

Mr. Cray. That is correct. 

Chairman Ricuarps. What about subsection (d) on page 44? It 
is along the same line on line 20: 

After payment has been made in full of the principal amounts of all such 
awards, pro rata payments from the fund so available for distribution on ac- 
count of accrued interest on such awards as bear interest. 

I would like you to explain that. 

Mr. Cray. If it were conceivable that the amount of awards were 
less than $9 million, we would compute—— 

Chairman Ricuarps. That is the amount of the funds you have? 

Mr. Cray. Yes. We would compute the interest from the date that 
it accrued as an obligation, and permit an additional amount over and 
above the face amount of the award. We did that under the Yugo- 
slav agreement. ‘The total amount of that fund was $17 million. The 
aggregate amount of the awards under that claims agreement was 
over $18 million. Therefore, the question of interest didn’t come into 
play. 

But if our awards had been less than $17 million, we would have 
impressed a 6 percent interest on the amount of the award for the 
taking of the property from the date that it was taken. 

Chairman Ricwarps. You said, “accrued interest,” but you didn’t 
say “6 percent,” or any other rate. What rate do you refer to? 

Mr. Cray. This has nothing to do with the accrued interest on the 
bond as such. This has merely to do with the payment of the award. 

Chairman Ricwarps. Mr. Gordon, is that clear to you? 

Mr. Gorpon. Yes; it is clear to me. , 

Chairman Ricwarps. You say it has nothing to do with the payment 
of the award? 

Mr. Cray. This provision of the proposed law has merely to do with 
the interest on the award. Under the original draft, part of the award 
would be the face amount of the bond, the other portion would consider 
the interest. 
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Chairman Ricuarps. And the fixed rate on that is 6 percent, is that 
right ? 

Mr. Cuay. That is right. 

Chairman RicHarps. You said that was the figure you used in the 
Yugoslav claims? 

Mr. Ciay. That is correct. I am quite sure this provision will never 
come into effect, because out of the $9 million you have $350 million 
worth of expropriation, $75 million worth of bonds, plus the prior lien 
claims. 

The second aspect relates to a question asked by one of the members 
of the committee as to what the claimant might be able to do about 
the balance of the claim that was not compensated for or satisfied out 
of this fund. The answer to that. Mr. Chairman, is that the amount 
of the award for which the claimant actually was not compensated for 
would be reserved for future negotiations that might be undertaken on 
behalf of this Government with the various countries involved. 

‘hairman RicHarps. You say, “reserved.” You mean a reserve in 
the Commission or Treasury ¢ 

Mr. Cray. Would be reserved to the United States Government to 
espouse the claim. 

Chairman Ricuarps. To the United States Government itself? 

Mr. Ciay. Yes. The illustration: If the claimant had an award 
for $1,000, and his pro rata share out of this fund amounted to $500, 
the settlement of this claim for $500 would not preclude him at a 
future date of having the Government espouse his claim for the addi- 
tional $500 at a future date. 

Mr. Chairman, there were also some questions relative to title III of 
the act. There are just a few remarks, if I may, that I would like to 
address to the Lombardo agreement, as it is popularly known. 

It would, I believe, assist the committee in an understanding of the 
scope and purpose of the claims provisions of title III to give some- 
thing of the background relating to the memorandum of understand- 
ing under which the claims of this title are derived. 

It was not considered desirable in the drafting of the proposed bill 
to undertake a detailed or limited list of the various categories of 
claims which would be compensated from the $5 million fund under 
title IIT. 

The Commission feels that this is a kind of matter which would 
preferably be left for administrative determination by the Commis- 
sion. But to give the committee an idea of the nature and the type of 
claims that have already been submitted since the signing of the memo- 

‘andum of understanding, there are approximately 60 claims that have 
been filed with the State Department which involves right to recover 
from this $5 million fund. 

About one half of these claims do not include stated amounts, but 
from the half that do, which aggregate the amount of about $1.5 mil- 
lion, these are the types of claims which set forth the type of relief 
desired: the loss for destruction or confiscation of real and personal 
properties in countries other than Italy where Italian military forces 
operated. This would include especially Greece and possibly Yuvo- 
slavia; two, the loss of cargo and destruction of shipping attributable 
to Italian military action. “Loss of business, or business profits assert- 
edly the result of action by Italian military forces, and the losses 
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resulting from the internment of United States civilians in Italy and 
in other countries under Italian military control. Death claims result- 
ing from malnutrition or similar causes attributable to war with Italy. 
And lastly, claims for personal injury resulting from inhumane treat- 
ment to which United States civilians outside of Italy were allegedly 
subjected by Italian military authorities. 

Iilustrative of the kind of claim which would probably be asserted 
under this title are claims for war damages for property located in 
Yugoslavia, and which might be attributable to military action by the 
Italian military forces. 

As the committee knows, the Commission completed the Yugoslav 
claims agreement, and under that agreement there were approximately 
112 of the claims filed by claimants which asserted losses to property 
in Yugoslavia by the Italian military forces. The amount of these 
claims aggregated approximately $1.5 million. In its determination 
of these Yugoslav claims, these items of damage had to be rejected 
because they were not found to be compensable under the Yugoslav 
cla‘ms agreement. Presumably these claims would be covered under 
the Lombardo agreement. 

The Commission believes that if adequate publicity is given to this 
legislation, if it is favorably acted upon, a maximum of 1.500 claims 
would be filed under this title III. It is, of course, impossible to pre- 
dict the exact amount or even a fair estimate of the total amount of 
asserted claims. It is clear, however, that the filings of claims and the 
amounts sought by these claimants would certainly exceed the $5 mil- 
lion amount of the fund. 

Chairman Ricuarps. In relation to this legislation. how do you 
folks arrive at an arbitrary figure of $1,000? Why didn’t you say 
$500 or $10,000? I would like to have your reason for that. 

Mr. Cuay. Under the Panamanian arrangement, and under the 
Yugoslav arrangement, it has been a pattern that these claimants, 
where they would participate in a fund in which the total amount of 
the claims might exceed the amount of the fund, the total amount that 
they might receive cannot be indicated until the total claims are ad- 
judicated and the amount prorated. In order to give them something 
against their award, it was felt that the $1,000 figure was a reasonable 
amount to give them, as an initial dividend or an initial payment 
against their claim. So that at least they would have something in 
hand as a result of the award of the Commission. 

Chairman Ricuarps. What percentage of the claims do you think 
you will take care of by paying off $1,000 ? 

Mr. Cuay. Mr. Chairman, under the Yugoslav claims agreement 
it was surprising the large percentage of claims that were allowed 
in the amount of $1,000 or less. In those cases we were able to finally 
dispose of the claim by the full payment up to $1,000, instead of hav- 
ing the claim remain open and unsettled until the final determination. 

Mr. Morano. You say, “finally dispose of the claim for $1,000.” 
That means there is no further claim against the Government ? 

Mr. Cray. Mr. Morano, where the Commission found that the total 
amount of the award was less than $1,000, the Commission certified to 
the Treasury full payment of that claim. 


Mr. Morano. Which comes first, the award or the $1,000 that you 
are talking about ? 
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Mr. Cray. The award would be made, say, in one case where there 
was a full award of less than $1,000, and in another case the amount 
of the award exceeded $1,000. Under the Panamanian and Yugoslav 
arrangement, if the total amount of the award was less than $1,000, 
the award was certified in whole to the Treasury for payment, and 
the Treasury Department paid the award in full. Where the claim 
was in excess of $1,000, the claimant received an initial payment of 
$1,000, and the remainder of the amount was held in abeyance until 
the pro rata share of the total awards could be determined. 

Mr. Morano. Mr. Chairman, I still am not clear in my mind how 
you arrived at that $1,000 figure. 

Mr. Cuiay. I assume, Mr. Morano, it was an arbitrary figure that was 
arrived at by the Treasury Department and by the drafters of the orig- 
inal legislation. 

Chairman Ricuarps. Under that arbitrary figure, what percentage 
of the total thing do you think you would be able to settle ? 

Mr. Morano. I think we had testimony to the effect that 76 percent 
of them, or some percentage high up 

Mr. Ciay. It was a large percentage. 

Chairman Ricuarps. Do you know enough about the small claims 
under each title to make a pretty sound estimate of what percentage 
of the claims would be settled on that basis, so that they would be 
paid in full? 

Mr. Cray. I can only use as a benchmark the type of claims we 
had under the Yugoslav claims agreement, in which I would say 
75 percent of the claims, and possibly even in excess of that, were the 
small agrarian claims. <A sizable percentage of that group were 
settled for a figure of around $1,000. 

Chairman Ricwarps. Do you know what proportion of the fund 
would be taken? That percentage would be entirely different, you 
see, than the number of claims settled. 

Mr. Ciay. Not unless we had some definite idea of what the amount 
of the total expropriation awards would be. 

Chairman Ricwarps. I see the difficulty in pinning it down. 

Mr. Cray. As far as the expropriation claims are concerned, I 
would suppose numerically they would be by far the largest number 
that would be filed. The big amounts would probably involve your 
industrial holdings in these countries. 

Mr. Morano. What is your estimate of the claims above $1,000; 
say, from $1,000 to $2,000, $2,000 to $3,000, and on up? Have you any 
figures? 

Mr. Cray. Mr. Morano, I don’t have any figures with me. TI am 
sure we could work out a breakdown on the basis of the past experience 
from the other funds that we have administered. 

Mr. Morano. Would that breakdown show that your $1,000 arbi- 
trary figure is right or wrong, do you think ? 

Mr. Cray. I am afraid that I am not quite sure that I understand 
your question, or what the question is directed at; possibly you feel 
that the $1,000 is an unfair figure. 

Mr. Morano. I don’t feel that. It is still not clear in my mind how 
you arrived at the $1,000. Do you use as a basis the extreme high 
percentage of the number of claims that are below $1,000? Do you 
use that as a basis for doing it? Do you use as a basis the fact that 
you want to reach as many small people as you can? 
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Mr. Cray. You have put your finger right on it, Mr. Morano. The 
great percentage of these claims involve people that held small agra- 
rian interests. They were small people; $1,000 would mean a great 
deal to those people, and the sooner they can get the money the better. 
Without prejudicing the big industrial claims, it was apparently a 
policy decision of the Congress that these people be entitled to this 
initial payment. 

Mr. Morano. The purpose of my question is, after you get the 
breakdown, could you then find that perhaps if you went down to 
$800 you would be achieving the objective of what you based your 
$1.000 figure on? Do you follow what Iam trying tosay ¢ 

Mr. Cuay. Y es, sir. I am sure a breakdown could be obtained, say, 
down to a figure of $500, if that is the basis you would like to have a 
study made on. 

Mr. Morano. I am trying to get your thinking on it, to determine 
whether or not we will be ac hieving > your objective to an even higher 
degree by reducing it to $800 or $600 or $500, instead of staying at 
the $1,000. 

Mr. Cuay. It would be my independent opinion, which is based 
on only a limited knowledge of the type of claims, that the $1,000 is 
a fair and reasonable figure. Asa matter of fact, I think if the figure 
were increased to $2,500, you would probably cover an even more sub- 
stantial number of people. 

Mr. Morano. That is the kind of testimony I am trying to get. 
Thank you very much. 

Chairman Ricuarps. Are there any other questions of Mr. Clay? 
Mr. Jackson ? 

Mr. Jackson. I have nothing further, Mr. Chairman, except to 
stress the point I made the other day. There seems to me to be a cer- 
tain element of inequity in the payments projected to be made. A 
man who suffered the total loss of a $3,000 investment, let us say, gets 
the full $1,000. Another individual who suffered a partial loss of 
$1,000 on a $3,000 investment receives exactly the same amount, $1,000. 
The $3,000 total loss was to the individual concerned a much greater 
loss, in that he lost his entire investment. I realize that it is very 
difficult to establish a formula and that considerable thought and study 
has gone into the development of this formula. 

It occurred to me that some added consideration might be given 
to the man who had the complete loss of his $3,000 investment; that 
he might be given the primary $1,000 and let us say, an additional 
5 percent of the balance of the loss up to a maximum of $3,000. This 
man may have been wiped out entirely, while the man who lost $1,000 
might have rehabilitated his operation. 

There does appear to me to be an inequity here that may be resolved 
by adding a small percentage figure on these small claims above the 
extent of the initial loss of $1,000. 

Mr. Cuay. Mr. Jackson, that, of course, could be accomplished in 
any one of a number of ways. As Mr. Morano suggests, if you are 

talking about the small claimant, you could increase the base. We 
have found that the large majority of these claimants, however, in- 
stead of having a stock interest, had a little farmhouse with a few 
jochs or hectares of land around it which he tilled for his livelihood 
and that is what the Government took over. It apparently was the 
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sense and the intent of the Congress to give this little man an oppor- 
tunity to have some dollars in his hand pending the determination of 
the small percentage of the larger industrial claims which absorbed 
a substantial amount of the fund. 

Mr. Jackson. My concern does not go to the larger industrial 
losses. My point goes to the little man. The claims in a business 
establishment might be compensable under this. Again, a man might 
have had a $1,000 business establishment. It suffered to that extent. 
He receives $1,000. A man who had a $3,000 business which was 
wiped out receives only $1,000. Perhaps some differentiation should 
be made there 

Mr. ene: Undoubtedly, Mr. Jackson, there are going to be some 
inequities in any program of this type. It is, as Mr. Morano says, 
trying to do the best you can for the little man. 

Mr. Jackson. I do not make the point in a contentious spirit at all, 
but to explor e the possibilities. Let us say that two individuals each 
had a $3,000 business establishment. One was damaged to an extent 
of $1,000. The owner retained a $2,000 equity and rehabilitated the 
business. It is now a going concern. The other man was completely 
wiped out. His capital is gone. He has nothing left at all. They 
will both be compensated in exactly the same amount, as I understand 
the provisions of the bill. That is a matter of concern tome. I don’t 
know whether or not it could be so fashioned as to give a smal] addi- 
tional percentage to the man who lost his entire investment. 

Mr. Morano. If a man, as Mr. Jackson has said, has a claim of 
$3,000 and he is only paid $1,000 under this bill, is that the final dis- 
position of the claim ? 

Chairman Ricnarps. No. 

Mr. Morano. That is not the final disposition of the claim ? 

Chairman Ricnarps. No. 

Mr. Morano. Does he have any hope of being able to recover the 
other $2,000 ? 

Mr. Cray. This isthe bird in the hand. 

Mr. Morano. I was trying to meet the concern expressed by Mr. 
Jackson. 

Mr. Cray. The answer to that, Mr. Morano, as far as the unsatisfied 
portion of the award would be concerned, it would be left open for 
future espousal against these various countries by our Government. 

Mr. Morano. Where would the money then come from ? 

Mr. Cray. It would come possibly through a trade agreement ar- 
rangement. It would be some arra1igement over which we would have 
no control, which undoubtedly would rest solely with the discretion 
of the Department of State in their negotiations at some future time. 
We would always hone there was hope for future espousal of these 
claims »eainst these countries. 

Mr. Morano. Would there be any involvement under the Lombardo 
agreement in these claims that are left open and not decided ? 

Mr. Cray. Under the Lombardo agreement, my understanding is 
no. That is a fund that was created as a basis for settlement to give 
some consideration to those claims not covered by the treaty of peace, 
in exchange for the release of, I think, $62 million of blocked funds in 
this country. The fund was arrived at to compensate American 
nationals that didn’t fall within the four corners of the Treaty of 
Peace with Italy. That would be a full settlement, as I understand it. 
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Mr. Morano. The Treaty of Peace provides that an American 
citizen who had property in Italy that was damaged by reason of the 
war could seek redress through a United St: ates-Italian Claims Com- 
mission. 

Mr. Cray. That is right. 

Mr. Morano. The next question is, is the dual citizenship matter 
involved in your Yugoslav claims perhaps entering into the United 
States-Italian Claims Commission proposition? Suppose a Yugoslav 
who came to the United States was naturalized an American citizen. 
This bill says, “nationals,” as I understand it, American nationals. 
If the Yugoslav Government considered those naturalized Americans 
to still be Yugoslav citizens, is there any difficulty there under the 
wording of this bill? 

Mr. Cray. There is no difference, Mr. Morano. It would require, as 
far as war damage is concerned, under the three satellite funds, that 
the claimant be a national of the United States on the date of the vari- 
ous armistices, and the date of the various treaties, and on the date 
that he filed his claim. 

As far as expropriation is concerned, the limitation is that he be a 
citizen of the United States on the date of the taking of that real 
property. 

Mr. Morano. Does the Yugoslav Government claim that the tvne 
of American naturalized citizen is a Yugoslav citizen under this bill? 

Mr. Cray. It was their standard objection. that the claimant was 
a Yugoslav citizen and therefore was not entitled to a claim. In the 
cases where the man was established to be an American national, such 
a contention was rejected—— 

Mr. Morano. You can reject it because you have control over the 
funds? 

Mr. Cray. Yes, sir. 

Mr. Morano. If vou didn’t have control of the funds, then there 
would be difficulty ? 

Mr. Cray. Yugoslavia filed, as you know, amicus curiae, and that 
was their standard objection. 

Mr. Morano. You think we are safe under this bill, under the lan- 
guage, “national”? You don’t think that ought, to be amplified ? 

Mr. Cray. No, sir. T think there is plenty of precedent now to give 
us the right to adjudicate these claims and espouse the claims on be- 
half of American citizens who are nationals of the United States in 
the four corners of the statute as it is written for war damage. There 
is sufficient language here in the case of expropriation to cover that. 

Mr. Jackson. Are any of the claimants or likely claimants residents 
in Italy at the present time? 

Mr. Cray. It is conceivable that a United States citizen mieht be 
living in Italy. Tf he isa United States citizen, and was such the day 
of taking, he would be entitled to an award. 

Mr. Jackson. Why not pay him with counterpart, in full or in 
part? Tt seems to me there are several billion lira in the fund. It 
micht save a little drain on the Treasury. 

Chairman Ricwarps. Mr. Clay. to go back to this method of cettle- 
ment, isn’t it a basic proposal that you settle as many adjudicated 
claims, or awards, as soon as you can ? 


Mr. Cray. Yes, sir. 
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Chairman Ricwarps. At the same time preserving enough funds to 
settle the other claims, the ones that are not paid off in full, on an 
equitable and pro rata basis, is that right ? 

Mr. Cray. Yes, sir. 

Chairman Ricuarps. To do that, you think the $1,000 is the best 
figure? 

Mr. Cray. That is our recommendation. 

Mr. Morano. At that point. If you find, Mr. Clay, that in the 
development of the testimony it would be shown that the $1,000 figure 
is not the best figure, would you come back to the committee and so 
notify us before we take final action ? 

Mr. Cuay. If you would like us to make a breakdown on that, we 
will do that and submit it to the committee. 

Mr. Morano. I think it would be a help. 

(The information requested is as follows :) 








AWARDS UNDER THE CONVENTION BETWEEN THE UNITED STATES AND PANAMA OF 
Oct. 11, 1950, AND THE INTERNATIONAL CLAIMS SETTLEMENT Act or 1949 
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Chairman Ricwarps. I can readily see that the time might come 
when we might want to raise it—lowering it wouldn’t do any good—to 
$2,500. 3 
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Mr. Gorvon. I believe that is a minimum, the $1,000? 

Mr. Cray. The $1,000 is only the first dividend, so to speak. If the 
claim exceeded $1,000, of course, that award would be thrown into 
the pot and the remainder of the fund would be prorated among the 
claimants who had excess amounts over $1,000. 

Chairman Ricuarps. You could come to the conclusion that you 
could settle in full all up to $2.500, and then you would not have many 
others. 

Mr. Morano. And in that manner dispose of more claims than you 
would on initial determination ? 

Mr. Cray. Yes. 

Mr. Pricuer. Mr. Clay, under the numerous things you listed there 
as a basis for filing a claim, I notice you listed loss from business. 
Does that mean American nationals doing business in Italy and 
that when war came they lost a certain amount of business on account 
of the war? How do you determine, “loss of business” ¢ 

Mr. Cray. It is conceivable that an American citizen might have 
had a franchise to sell a particular type of automobile, an agency. 
The personal property in that agency was expropriated by the Italian 
military forces. 

Mr. Pincuer. It looks as if it might be mighty hard for you fellows 
to determine that in comparison to the little fellow who lost a farm. 

Mr. Cuay. We have had similar claims to that, Mr. Pilcher. 

Mr. Pitcuer. It sounds pretty complicated. 

Mr. Ciay. We have been able to satisfy the claimants, and we have 
determined their claim on equitable and legal bases. 

Mr. CuatHam. You mean, it would be the loss of physical property ? 

Mr. Pitcner. No, loss of business. 

Mr. Cuarnam. What you consider the franchise worth, loss of auto- 
mobiles and the building he owned, maybe ? 

Mr. Cray. Certainly as far as any personal property involved, 
merchandise in the business, if that were taken by the Italian military 
forces, there is no question that that would be compensated. Can I 
correct myself on that? I have been advised that as far as the personal 
property would be involved it would not be included. In that break- 
down that I mentioned to you of the 60 claims that have been filed, 30 
of them had indicated the type of claim that was being sought. I 
didn’t specifically say that claim would be a provable claim, but it 
was a type of the claim that was filed with the Department of State. 

Mr. Pitcnuer. I could understand if a business firm lost personal 
property like Mr. Chatham was talking about- 

Mr. Cray. That would probably come under the Italian-American 
Conciliation Commission but not here. 

Mr. Morano. In the breakdown you will include the names of the 
countries and the number of claims in the countries, won’t they ? 

Mr. Cray. If I understood, Mr. Morano, you wanted to have us 
break down our experience in the past. There would be very little use 
of trying to break down, with the limited information we have, the 
three satellites—— 

Mr. Morano. You couldn’t say there are so many claims in Italy and 
so many in Yugoslavia? 

Mr. Cray. I don’t think so. It would be speculative. We could 
take the Panamanian and Yugoslav and give you a breakdown on that. 
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Mr. Futron. You have spoken of nationals who might be nationals, 
for example, of Yugoslavia or nationals of the United States of Amer- 
ica, two classes. As a matter of fact, there are other classes. Those 
are the stateless people, for example, the one on a Nansen passport 
basis. So, your statement doesn’t quite adequately cover the full situa- 
tion to include stateless persons, displaced persons, expellees, escapees, 
and people whe are in a transition stage. 

Mr. Cray. The bill as recommended, Mr. Fulton, espouses the claims 
of the United States citizen. 

Mr. Furron. When they have been expelled or escaped or have 
become stateless because of the action of their original domiciliary 
country, why isn’t the bill expanded to include those persons in an 
intermediate state who are certainly not nationals of their original 
state and are yet not nationals of the United States ? 

Mr. Cray. All I can use as an example is that it has been the general 
uniform policy of our Government to only espouse the claims of its 
nationals. These expellees, in many of the cases, have verv sad 
histories; nevertheless, they are not nationals of the United States, 
as such, and it has not been the policy of the United States to espouse 
the claims of such individuals. 

Mr. Furron. The point I am making is, due to war and certain 
circumstances in Tron Curtain countries they were not elicible to 
become nationals but have become nationals since. Why nenalize 
that class of nerson when this status has o¢curred through circum- 
stances beyond their own control ? 

Mr. Cray. It would then require a revision of the date of nationaliza- 
tion. T assume that vou suggest these individuals, however, are now 
citizens of the United States. 

Mr. Forron. Finally, but they don’t now come within the close 
technical statement as of the dates you have mentioned. 

Mr. Cray. I repeat again that in all of these settlements, that there 
are hardshins involved and you have to set some benchmarks or boun- 
daries within which to receive claims. If you extend the date on 
which these peonle become citizens of the United States, it necessarily 
would procressivelv increase the volume of claims that you are going 
to have h-fore the Commission. 

Mrs. Rorron. Who established the date and on what basis was the 
date estsblished ? 

Mr. Cray. Under the treaties of peace with Hrmgary, Rumania, 
and Bulgaria. The dates in this proposed lesislation are the dates 
thet are set forth in the treaties. Those are the dates that we have 
followed. 

As far as the expronriation, the treaties of peace do not involve 
questions of expronriation. So we have followed the general policy 
that we wonld make awards to nationals of the United States who 
were nationals on the date of taking. It is conceivable that there 
would be expronriations of property after the treaty dates. The 
treaty was siened in 1947. There could be expronriations in 1948 and 
1949. as we well know. Tf those claimants were citizens of the United 
States on the date of that taking. they would be eligible claimants. 

Mr. Wirrtams. Mr. Clay. how do vou propose to advertise the rights 
that will arise nnder this legislation ? 

Mr. Cray. Throuch the various media of newspapers, foreign lan- 
guage circulations, through lists of associations that we have. This 
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committee, as well as the State Department, has numerous groups that 
have contacted them from time to time. We will certainly exhaust 
all those avenues together with any and all means of attempting to 
bring the nature and extent of the legislation to potential claimants. 

Mr. Wiux1aMs. Will there be any paid advertising ? 

Mr. Cray. Ordinarily, no. 

Mr. Wittt1aMs. Claims that are satisfied only in part are not dis- 
charged. The balance that is unpaid under this legislation would still 
be a valid claim and could be pressed privately by individuals, or, as 
you say, through the State Department ? 

Mr. Cray. That is correct. There have been instances where certain 
claimants, corporate claimants have withdrawn their claim because 
they have been able to effect a settlement by private negotiations. 

Mr. Wiuiams. And the claims of people who did not file would 
still be valid claims? 

Mr. Cray. That is correct. 

Mr. Witu1aMs. I wonder if your experience with Yugoslavia, and 
the State Department’s experience, doesn’t show that that government 
feels it has discharged its obligation ? 

Mr. (uay. You are right there. As far as Yugoslavia is concerned, 
their contention is that if a claimant did not come forward with its 
claim under the two dates set forth in the Yugoslav Claims Agreement, 
nevertheless they were settled by that agreement. That is not the 
precise case here, though. 

Mrs. Botton. Does the same hold true of Rumania? 

Mr. Cray. That would be distinguished from the Yugoslav agree- 
ment ? 

Mrs. Botron. Yes. 

Mr. Cray. That is correct. The qualifications under Rumania are 
specifically set forth in the law, and are somewhat distinguishable from 
the Yugoslav agreement. 

Chairman Ricuarps. I was a little concerned about Mr. Williams’ 
question, this remaining equity, or whatever you want to callit. Ifthe 
claimant had any remaining claim for full settlement, after the Com- 
mission went out of business, it might be against the United States 
Government under international law. Would he have a claim against 
the United States Government on the basis that there wasn’t adequate 
service of notice? In legal action you always have to serve papers in 
acertain way. You have to give notice of adjudication, and so forth. 
Whether yours is adequate or not, I don’t know. You set up the sys- 
tem of notice, don’t you? 

Mr. Cray. That is correct. 

Chairman Ricuarps. It is not fixed by the United States statutes, is 
it ? 

Mr. Cray. That is correct, it is not fixed by statute. We naturally 
publish our rules and regulations. It is in the Federal Register. 
That gives official notice, so to speak. We do everything else that we 
can to reach the claimant. However, this fund is not administered 
on an adversary proceeding basis. It is a bounty, really. We do the 
best. we can to invite everybody to participate in it. If through our 
fault or their fault—— 
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Chairman Ricuarps. What I was talking about is whether or not 
this committee ought to write into this bill what would constitute 
notice to the claimant. Take a State statute. You publish in a news- 
paper for so many issues and so many weeks to give notice of a pend- 
ing action. You file notice ina court. I am just talking about whether 
it would be wise to write anything in this bill. It certainly wouldn’t 
hurt you to specify what would be proper notice to claimants ? 

Mr. Cray. It certainly would clarify the situation by including some 
sort of a provision for notice. 

Chairman Ricwarps. We can take that up when we are writing up 
the bill. You know that somebody is going to turn up who says, “I 
didn’t know anything about this thing.” If there is a provision in 
the law, they are precluded right there. 

Mr. WituiaMs. He still has his claim even though he didn’t hear 
about it, whereas in the Yugoslav situation, because of the feeling of 
Yugoslavia that all claims were discharged, there people have missed 
their opportunity. 

Chairman Ricuarps. If it were written into the statute, he wouldn’t 
have any legal claim, as I see it. 

Mr. Ciay. Under section 218, Mr. Chairman, it does provide that 
there shall be a public notice by publication in the Federal Register as 
to the time limit of the filing of claims and the time limit shall not be 
more than 1 year after that publication in the Federal Register. 

Charman RicHarps. You just say there will be publication. You 
don’t say how many times. You don’t publish it anywhere else. No- 
body knows the Federal Register exists. 

Mr. Cray. That is a foundation for notice. 

Chairman Ricnwarps. I shouldn’t say nobody knows. I would as- 
sume that the members of this committee know because they see it on 
their desks. But the average person never heard of the Federal 
Register. 

Mr. Morano. Is there testimony in the record to show how much 
money is available in total ? 

Mr. Cray. Yes, sir. 

Mr. Morano. And how much money for each country ? 

Mr. Cuay. That is correct. 

Mr. Morano. Do you know the figure, offhand ? 

Mr. Cray. The figure, Mr. Morano, under the Rumanian fund of 
total vested and blocked assets, amounts to approximately $24,952,000 ; 
less that owned by individuals, the Rumanian fund would amount to 
approximately $22,412,410. 

Under the Hungarian fund, the total blocked assets amount to 
$6,412,644, less that owned by individuals, leaving a fund for Hungary 
in the amount of $3,389,644. Under the Bulgarian fund there is a total 
blocked assets amounting to $3,320,199, less privately owned property, 
leaving a fund of $3,070,199, or a total net fund of roughly $29 million 
for the three satellite countries. 

Mr. Morano. Isthere a figure for Italy ? 

Mr. Cray. $5 million. 

Mr. Morano. The Russian figure is about $9 million ? 

Mr. Cray. $9,100,000. 

Mr. Morano. Out of all that money comes United States service—— 

Mr. Cray. There are expenses for administration. 

Mr. Morano. Is there an estimate of that? 

Mr. Cray. We have recommended to the committee 5 percent. 
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Mr. Gorpon. May I ask a question? Maybe it has been answered 
before in previous meetings. The claims to Germany, has that been 
put into this legislation, or will we have that separately ¢ 

Chairman Ricuarps. I would like to observe right there that it does 
not come into this legislation, but it is the cause of a good deal of this 
talk about settlement of claims up to a certain limit, The Government 
has already agreed to adjudicate certain German claims, but that in- 
volves the Alien Property Custodian, - to $10,000. You leave all 
the other people out. What moral, legal, or equitable grounds have 
you to prevent the payment of the others, when you acknowledge they 
exist ? 

Mr. Ciay. Mr. Gordon, the answer to that is that discussions between 
representatives of this Government and Germany ended last month. 
At the present time we have proposed legislation which we hope in 
the next 2 or 3 weeks we will be able to submit to the Congress. 

Mr. Gorpvon. It will be separate from this ? 

Mr. Cuay. Yes, sir. 

Chairman Ricuarps. Did you participate in the discussions of the 
settlement ? 

Mr. Cray. Yes, sir. 

Chairman Ricwarps. What was the limit you agreed to pay? 

Mr. Ciay. Under the proposal, which was a package situation, the 
Government would return funds to individual German nationals, an 
amount estimated at $60 million, and the limit on each return would 
be $10,000 per person, that is, from the blocked assets. The portion 
of the proposed legislation which will be submitted to the Congress, 
intended to accelerate payments under the London debt agreement, 
which would commence ordinarily in 1958, would accelerate those 
payments from Germany to the United States in order to create a fund 
of $100 million. From that fund United States nationals would be 
compensated for property that was either damaged by war or other- 
wise taken in those countries where American nationals had property 
which was not otherwise provided for by treaties. 

Chairman Ricuarps. Isn’t the Alien Property Custodian involved 
in this rather than your Commission / 

Mr. Cray. As to those discussions that we had, the Alien Property 
Office was present. 

Chairman Ricuarps. Is it proposed that the Foreign Claims Settle- 
ment Commission will handle that, too ? 

Mr. Cray. The return to Germany would probably be handled by 
the Office of Alien Property. The $100 million fund is proposed to 
be handled by the Foreign Claims Settlement Commission. 

Chairman Ricuarps. We are having you sit on too many different 
eggs around here. Have you got anything else you want to say about 
this particular egg you are trying to hatch? 

Mr. Cray. No, sir. 

Mr. Morano, You have raised an interest of mine. 

Chairman Ricuarps. What is that, sir ? 

Mr. Morano. You have raised a very important interest of mine, 
if I may be permitted to ask one more question. 

Chairman Ricnarps. The gentleman can’t be prevented from asking 
one more question. 

Mr. Morano. If you are working against time—— 
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Chairman Ricnarps. We would certainly like to hear the gentleman. 

Mr. Morano. I have in my district an American who was president 
of General Aniline—I guess that is the name of the corporation. 

Mr. WiiiiaMs. I have General Aniline in my district, so I would 
like to hear this. 

Mr. Morano. As I understand it—I will put it in the form of a 
question—this man was president. The property, I understand, was 
vested. What relief is he going to have for all the damages that he is 
going to claim? Does a special bill have to go in, or what? 

Mr. Cray. Mr. Morano, I would rather refer that to representatives 
of the Alien Property Office to answer. We are merely an agency to 
administer. We do not set up policy. 

Mr. Morano. There is a lot of talk that the Government is going to 
give the Aniline Corp. back to the Swiss. 

Mr. Cray. Mr. Morano, that would be a matter of administration 
policy in which we have no ‘part. 

Mr. Cuatuam. Legislation is being introduced this week to give 
some $400 million w orth of seized property back to the owners. 

Mr. Morano. I don’t think that legislation will take care of my 
situation. 

Mr. Futron. I had legislation myself on German assets. 

Chairman Ricuarps. As a matter of fact, legislation has already 
been introduced along that line by 3 or 4 bills. It came in yesterday. 

Mr. Crawrorp. Three. 

Mr. Morano. Is some member from downtown in the room who can 
write me a memo on that situation ? 

Mr. Cuaruam. There were three bills introduced yesterday. 

Mr. Morano. I don’t think it will cover what I am talking about. 

Chairman Ricnarps. A memo on what you are talking about will 
be something like the Yalta agreement. It will be two volumes. 

Mr. Morano. I don’t mean for the record; I mean for my own use. 
I want to know what course I am to follow as a representative of a 
constituent who is seeking redress from the Government. 


STATEMENT OF SIDNEY GROSS, CHIEF, LEGAL AND LEGISLATIVE 
SECTION, OFFICE OF ALIEN PROPERTY, DEPARTMENT OF 
JUSTICE 


Mr. Gross. The Office of Alien Property can answer your ques- 
tion 
Chairman Ricwarps. Will you state your name for the record? 

Mr. Gross. My name is Sidney Gross. I am a member of the Legis- 
lative Section of the Office of Alien Property. Since you asked if 
there was anybody in the room who could answer your question, 
there is 

Chairman Ricuarps. We will be glad to hear from you. We wanted 
to find out your canacity, whether you are a fisherman from South 
Carolina, Pittsburgh, or Wall Street. 

Mr. Gross. I believe you refer to the bill which would authorize 
the Attorney General to sell his stock interest in the General Aniline 
& Film Corp. He cannot do this at the present time because of 
Pending litigation for return of the vested shares. 
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Mr. Morano. What I want to know is, after it is decided that it is 
a Swiss company, and has been a Swiss company all this time, what 
is the American national who has been damaged, and so on, what re- 
dress does he have? 

Mr. Gross. Which American national are you talking about? 

Mr. Morano. The former president of the company, a man named 
Schmitz. 

Mr. Gross. What would be the nature of his claim ? 

Mr. Morano. He was deprived of the presidency of his corpora- 
tion. He was denied a right to make a living. He lost all his money, 
and soon. I have the claim over in my office. I have the nature of 
his damages, if you want to see them. Are you the proper man to 
take a look at it? 

Mr. Gross. Yes, sir, I could. 

Mr. Gorvon. Me, too. 

Mr. Morano. If you will stop in my office, I will let you see my file. 

Chairman Ricuarps. This man you are talking about is a constit- 
uent ? 

Mr. Morano. Yes. 

Chairman Ricuarps. Let’s get down to the business here. Mr. 
Morano wants a memorandum on this question. Please prepare a 
memo not less than 10 pages for him and give it to him. We will 
probably have enough trouble with this matter later on. 

Mr. Morano. Dirksen made a report on that whole problem, but I 
haven’t had a chance to read it. 

Chairman Ricnarps. Mr. Clay, do you want to get off this spot or 
do you want to say something else ? 

Mr. Cray. I want to get off the spot. 

Mr. Futron. Is it possible to do the administrative work for ex- 
pense of less than 5 percent? That had been an unsettled thing here 
earlier when Mr. Multer had been here. We have done it at less than 
five in the Philippine War Damage Commission. I can’t see why it 
should run a full 5 percent. 

Mr. Cray. We have estimates for any figure you want, Mr. Fulton. 
But. it is our recommendation, and it is joined by Budget, which has 
studied this problem, that the figure should be 5 percent, sir. 

Mr. Fuuron. Would you agree we can put the administrative ex- 
pense figure at four and you can come back and show us what you have 
done later ? 

Mr. Cray. I would rather not be held to a commitment on that. 
We would have to sit down and discuss it with Budget. I think it is 
a question that could be resolved by the committee. 

Mr. Fuuron. Frankly, I believe with a commission that keeps 
running without limit, and Mr. Chatham believes with me, it becomes 
too easy for these things to string out and the administrative expenses 
pileup. We have had good experience on the Philippine War Damage 
Commission, when we were very strict on the committee in asking 
that they keep down the administrative expenses. 

On the Litvinov-type claim, where many of the claims are clear, 
where there are judgments, instruments, bank accounts or insurance 
policies, postal receipts, in those cases, as I said previously, it is only 
a matter of arithmetic, and then the Commission can give many of 
those people their claims on a priority basis. But to go for 5 percent 
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right off on these claims that have stood for so long, I think is too high 
a figure for administration expenses. 

Mr. Cray. Mr. Fulton, I mentioned yesterday, I think there has 
been somewhat of a misconception of the simplicity of the title IV. 
Granted, the bonds aggregate about $75 million. There are a very 
small number of these claims which involve liens which have been 
procured on the basis of judgments. They will be comparatively sim- 
ple to dispose of. But you have about 3,000 cases involving claims 
aggregating approximately $350 million, involving expropriation of 
property, which is going to be no easy or simple task. 

It has been our recommendation after careful study and discussion 
with the Budget that the 5 percent is the figure that we feel would be 
required to administer these various titles. Incidentally, on that mat- 
ter of the Philippine War Damage Commission, we submitted yester- 
day for the record a comparison of the type of claim and the problem 
involved under the Philippine War Damage Commission and under 
this program. 

Mr. Fuuron. I have read that comparison, and I am still of the 
same opinion. My recommendation of 4 percent is a compromise be- 
tween the Keogh and the Multer bills, and your figure. They recom- 
mended 3 percent. You people say 5 percent is necessary to carry 
out the administration of these claims. 

Mr. CuatHam. They were title IV ? 

Mr. Futron. Yes. 

Mr. Cray. To repeat again for emphasis’ sake, the State Depart- 
ment, the Bureau of the Budget, the Department of Justice, the vari- 
ous agencies that have been interested in this legislation discussed their 
views prior to the drafting of this legislation. It was the recom- 
mendation after a very thorough study that this 5-percent figure was 
reasonable. 

Mr. Fuuron. The trouble we have had previously on these claims 
commissions is that they spend years doing the preliminary work, and 
the number of mice that come out of the mountain are very little. 
So, in order to keep down that particular procedure and prevent hap- 
pening again what even you admit had happened before you got in 
there. It had happened once. So those of us that say we want expe- 
ditious and low-cost handling really have a reason for it, because we 
have had many complaints on the previous handling of the Panaman- 
ian claims. For example, before you got into the situation the Pana- 
maniaif claims had only preliminary work, and there was not one 
claim that was either allowed or paid; isn’t that right ? 

Mr. Cuay. That is correct, yes, sir. 

Mr. Cuatrnam. Here is the proof of action. 

Mr. Fuuron. I think he is doing all right. 

Chairman Ricwarps. Gentlemen, it has been our purpose to have a 
committee meeting in the morning. I understand from the leader- 
ship that the House is going to meet early tomorrow and we will prob- 
ably have several rollcalls coming up. For that reason, the committee 
stands adjourned until further notice. There will be no more meet- 
ings on this subject this week. 

Mr. CuatHam. Do you expect to have meetings the week after 
Easter ? 

Chairman Ricwarps. Yes, sir. 
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Mr. Cuatuam. Starting when ? 

Chairman Ricwarps. There are a lot of things that might come in 
between. 

Mr. CuatHam. The House meets on Wednesday or Thursday. 

Chairman Ricuarps. We won’t have a meeting certainly before the 
15th. 

Mr. Cuatruam. That will be Friday. 

Chairman Ricuarps. I want to take this bill up next. I don’t want 
any other legislation to intervene before the completion of this bill. 
It is evident that we are not going to do much on it for the next 2 
weeks. 

Mr. Cuatuam. I expect to stay away until the 18th. 

Mr. Gorpon. You won’t have a quorum, anyway. 

Chairman Ricuarps. We will keep the gentlemen informed. 

Mr. Morano. Mr. Chairman, there is a constituent of mine who is 
scheduled to be heard. His name is Doman. 

Chairman Ricuarps. I don’t know about that. Will you check 
with the clerk ? 

Mr. Crawrorp. He is among those who will be called. 

Mr. Morano. He had hoped to be called today. 

Mr. Crawrorp. We haven't definitely scheduled anyone so far. We 
told him there might be a "page 

Chairman RicHarps. No one has testified outside of the executive 
departments. 

Mr. Morano. I would like to have my notice state when he is to 
testify, if you will. 

Chairman Ricwarps. The committee stands adjourned. 

(Whereupon, at 12: 03 p. m., the committee adjourned. ) 
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TUESDAY, APRIL 19, 1955 


Houser or REPRESENTATIVES, 
ComMiITTrEE ON Foreign AFFAIRS, 
Washington, D.C. 

The committee convened in room G-3, United States Capitol, at 
10:45 a. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricuarps. The committee will come to order, please. 
Ladies and gentlemen of the committee, we will continue the hearings 
on the draft bill to amend the International Claims Settlement Act of 
1949. We have with us this morning Mr. Benedict M. English, Assist- 
ant Legal Adviser for International Claims, Department of State. 

I believe, Mr. English, you are suffering with a sore throat this 
morning and you would like to have your assistant read your state- 
ment for you? 


STATEMENT OF BENEDICT M. ENGLISH, ASSISTANT LEGAL ADVISER 
FOR INTERNATIONAL CLAIMS, DEPARTMENT OF STATE 


Mr. Enouisu. Yes. Mr. Griffin, one of my associates, will be glad 
to read the statement, with your permission. 

Chairman RicHarps. Do you have anything to say before he reads 
your statement? Can Mr. Griffin answer any questions ? 

Mr. EneuisH. We will both be here. 

Chairman Ricwarps. Mr. Griffin is your assistant? 

Mr. Enousu. Yes; that is right. 

Chairman Ricuarps. Mr. Griffin, would you proceed and read Mr. 
English’s statement ? 

Mr. Grirrin (reading). “It is understood that some amendments 
have been, or may be, proposed which would enable claimants, who 
are not eligible claimants under the bill as drafted, to qualify to par- 
ticipate in one or more of the five separate funds which will be set up 
under the terms of the bill if enacted into law. 

“While we are not yet aware of the texts of the amendments which 
may be offered, it has been suggested that it might be helpful to the 
committee if a representative of the State Department explain the 
nationality requirements contained in the bill as now drafted. 

“At the outset it may be pointed out that, with respect to an inter- 
national claim on behalf of a national of one state against another 
state, there exists a generally accepted rule of international law that 
the claim must be founded upon an injury or wrong done to a citizen 
of the claimant state, and that the claim must be continuously owned 
by a national of the claimant state until the presentation of the claim. 

“Without in any way attempting to prejudge issues which, if the 
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proposed legislation is enacted, will be matters for adjudication by the 
Foreign Claims Settlement Commission of the United States, an inde- 
pendent governmental agency, and not by the Department of State, 
it is our understanding that there is, with certain exceptions to be 
discussed later, nothing in the bill which would require the Com- 
mission to depart from that general rule. In other words, in general, a 
claimant would not be entitled to share in these funds unless he was 
a citizen at the time the claim arose. That would be true with respect 
to claims (a) against the Union of Soviet Socialist Republics for pay- 
ment out of the Litvinov assignment fund, (4) claims against Italy 
for payment out of the so-called “Lombardo” fund, and (c) claims 
against Bulgaria, Hungary, and Rumania based on nationalization or 
other property claims not covered by the respective treaties of peace 
with those three countries. 

“The treaties of peace with Bulgaria, Hungary, and Rumania con- 
tain provisions (a) requiring the return of properties taken during the 
war, or if they cannot be returned, the payment of compensation for 
the properties; and (b) requiring the respective countries to compen- 
sate a claimant who suffered a loss by reason of damage or injury to 
his property, in those countries, as a result of the war. So far as con- 
cerns nationality requirements concerning claims covered by the three 
treaties, that is, war damage claims, they are— 

“(a) That the claimant be a United Nations national (which would 
include a citizen of the United States) on the date of the respective 
armistice agreements, irrespective of the date of the loss, and on the 
date the treaties came into force ; or 

“(b) that the claimant was treated as enemy under the laws in force 
in Hungary, Rumania, or Bulgaria during the war. 

“With respect to war damage claims against Hungary, Bulgaria, and 
Rumania, that is, claims arising under the three treaties with those 
countries, the proposed legislation provides simply that the claimant 
must be a national of the United States. Thus, it would be for the 
Foreign Claims Settlement Commission of the United States to decide 
whether a former United Nations national was treated as an enemy, 
and whether, if he is now a United States national, he would be an 
eligible claimant under the proposed legislation. 

“To summarize, therefore, and again without presuming to prej- 
udice issues which will by the bill be vested in the Foreign Claims 
Settlement Commission, it is our understanding that the usual require- 
ment of nationality at the time a claim arose will probably be applied 
by the Commission under this draft, except to the extent that the rule 
may have been modified by provisions of the three peace treaties relat- 
ing to war damage to property in Bulgaria, Hungary, and Rumania. 
__ “We believe that we should point out that it is probable that in most, 
if not all, instances, claimants who are eligible claimants under the bill, 
will receive only partial compensation on account of their claim, and 
in some instances only a few cents on the dollar. If additional claim- 
ants, not having valid claims under international law or treaties, are 
made eligible to participate in the funds, the result will be that claim- 
ants under the bill as now drafted and having valid claims under inter- 
national law or treaty provisions, will receive less compensation than 
they would be entitled to receive under the bill as now drafted. 
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“By way of illustration of this latter point: 

“The agreement of July 19, 1948, relating to the settlement of claims 
of American citizens against Yugoslavia expressly provided in article 
3 that the claimants thereunder must have been nationals of the United 
States at the time their claim arose, and this stipulation was incorpo- 
‘ated in the International Claims Settlement Act_of 1949—in section 
4 (a). Nevertheless, there were filed with the International Claims 
Commission 195 claims, totaling $40,271,718.11, wherein the claimants 
were not proven to be ‘American citizens at the time the claim arose. 
Moreover, 62 of these claimants were not proven to be American citizens 
at the time of the filing of their claims.” 

Chairman Ricuarps. Thank you, Mr. Griffin. Are there any ques- 
tions, gentlemen? Mr. Chatham. 

Mr. Cuarnam. No questions. 

Mr. LeComprer. Mr. Griffin, what would be the status of a man’s 
claim who has owned for many years a building in East Berlin? I don’t 
think there is any dispute about his ownership, but he hasn't received 
any rent or income from that building for a great many years. Isa 
claim for rent a valid claim, in addition to ‘possible damage to the 
building ? 


STATEMENT OF WILLIAM L. GRIFFIN, OFFICE OF THE LEGAL 
ADVISER, DEPARTMENT OF STATE 


Mr. Grirrin. Sir, claims arising in the Eastern Zone of Germany, 
or in East Berlin, Soviet Zone of Berlin, or of Eastern Germany are 
simply not within the scope of this bill. 

Mr. LeCompre. Do we contemplate doing anything about that kind 
of claim ? 

Mr. Grirrin. The Department is doing everything it can. As yet, 
there is no specific pecuniary agreement in sight. 

Mr. LeCompre. The Litvinov agreement doesn’t cover that kind of 
case ¢ 

Mr. Grirrin, No. The Litvinov agreement was signed November 

, 1933, and it has always been conte mpl: ited by the Department that 
Rs funds would be earmarked for claims already i in existence, arising 
prior to November 16, 1933. 

Mr. Eneuisu. I might say, Mr. Chairman, if I may, that the execu- 
tive branch is working on draft legislation with respect to claims aris- 
ing in Germany. That will undoubtedly come up in the next few 
weeks, we hope. 

Chairman Ricuarps. Is it anticipated that the legislation will pro- 
vide that there will be a provision to amend this act, or will there be 
an independent agency proposed to handle that ? 

Mr. Eneuisu. The present plan is to vest additional jurisdiction in 
this same Commission to adjudicate these additional claims. 

Chairman Ricuarps. Why not put it in here now / 

Mr. Enouisu. It is in the process of being drafted. The legislation 
involves two separate elements. One is the matter of the possible 
return of German assets up to $10,000, which is a matter within pri- 
marily the jurisdiction of the Office of Alien Property, and the other 
provision is related to compensation of claims of American nationals 
for property losses sustained as a result of German activities. 
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Chairman Ricwarps. The kind of claim Mr. LeCompte was talking 
about wouldn’t come under the Alien Property Custodian. He was 
talking about something in Berlin. 

Mr. Eneuisn. That is right. Whether or not the specific claim 
that he mentions would be covered by the proposed legislation, I 
couldn’t tell you at the present time. 

Mr. LeCompte. You wouldn’t hold out much hope for the man at 
the present moment, would you ¢ 

Mr. Eneutsn. The legislation in its present form is designed pri- 
marily to compensate American nationals for damages sustained as 
a result of activities of German authorities either in Germany or in 
German occupied countries, such as Czechoslovakia, Poland, Yugo- 
slavia. 

Chairman Ricwarps. Are there any other questions, gentlemen / 
Thank you, Mr. English and Mr. Griffin. If we want some more 
information later from you, we will let you know. 

Mr. Sidney Gross of the Office of Alien Property, Department of 
Justice, will be the next witness. 

Mr. Gross, what is your position with the Office of Alien Property ’ 


STATEMENT OF SIDNEY GROSS, OFFICE OF ALIEN PROPERTY, 
DEPARTMENT OF JUSTICE 


Mr. Gross. Chief of Legal and Legislative Section. 

Chairman Ricnarps. Have you a prepared paper or statement 4 

Mr. Gross. No, sir; I do not. I propose to speak only of the tech- 
nical aspects of the vesting program, and the Foreign Settlement 
Claims Commission has already submitted a detailed analysis of all 
those sections, so that I will just review them briefly. 

Chairman Ricnarps. Proceed, please, in your own way. 

Mr. Gross. With the Chair’s permission, I would like to introduce 
Mr. Sol Lindenbaum, my associate, upon whom I may call for assist- 
ance in answering questions. 

I would like to point out at the outset that the Office of Alien Prop- 
erty in the Department of Justice is merely in the position of a 
technical adviser in connection with this legislation, and specifically 
in connection with the vesting aspects of the bill. 

We were called on to assist because of our experience gained through 
the administration of the Trading With the Enemy Act. We have no 
other official position in this picture. Whether this legislation should 
be enacted, it is the Department’s position, involves merely a question 
of policy upon which the Department expresses no opinion. 

The purpose of these sections is in general to authorize the vesting 
of certain assets in the United States owned by Bulgaria, Hungary, 
or Rumania, or by nationals of those countries other than natural 
persons. The assets proposed for vesting are those still blocked under 
Executive Order 8389 of April 10, 1940, as amended, pursuant to 
which World War IT blocking controls were administered. 

The proceeds of liquidation of the vested assets will be transferred 
to special funds in the Treasury dedicated to the payment of compen- 
sation to certain American claimants against the Governments of Bul- 
garia, Hungary, and Rumania. A small amount of Bulgarian, Hun- 
garian and, Rumanian assets were vested under the Trading With the 
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Enemy Act, as amended, during World War II. The proceeds of 
liquidation of these assets, other than assets owned prior to vesting by 
natural persons, would be transferred to the special funds in the Treas- 
ury. The natural persons’ assets would be divested and retained and 
the account blocked under Executive Order 8389, as amended. Thus, 
sections 201 to 215 of title IT of this bill would place all presently 
vested or controlled prewar Bulgarian, Hungarian, and Rumanian 
property in the same status, that is, the property of natural persons 
would be kept under blocking controls and the other property would 
be devoted to the compensation of American claimants. 

This program is an implementation of the treaties of peace with 
Bulgaria, Hungary, and Rumania, which, in general, provide that 
each allied signatory may seize all property within its territories 
which belongs to these 3 Governments and their nationals, and apply 
such property to the payment of claims of such allied signatory and 
its nationals against the 3 Governments or their nationals. 

These sections, 201 to 215 of title IT, are modeled substantially on 
the Trading With the Enemy Act as it now exists. 

I will now indicate a brief description of each of these sections. 
Section 201 contains definitions. Section 202 provides for the vest- 
ing program. It also provides that the determination of the ad- 
ministering agency that property is not owned by natural persons 
would be final and not subject to judicial review. 

Section 203 provides for the implementation of vesting orders issued 
with respect to securities by requiring the issuing enterprise to issue 
new certificates or other instruments to the administering agency. 

Section 204 provides that the recording of a vesting order shall be 
effective to give notice for various purposes in the same way as record- 
ing of a conveyance or assignment. 

Section 205 provides exculpation to any person complying with an 
order of the administering agency. 

Section 206 provides that the administering agency may have re- 
course to the courts for endorsement of its orders. 

Section 207 provides for judicial remedy de novo, and an adminis- 
trative remedy with judicial review for claimants alleging they are 
not nationals of Bulgaria, Hungary, or Rumania. A claimant is 
required to choose one of the procedures and may not avail himself 
of both. I would like to point out at this time that, as I indicated 
previously, this bill is modeled substantially on the Trading With 
the Enemy Act; however, there have been some changes dictated 
primarily by reason of administrative feasibility, suggestions for 
which grew out of our experience in administering the Trading With 
the Enemy Act. 

Section 207 is one of those cases. Under the Trading With the 
Enemy Act a claimant is entitled to two bites at the apple, so to speak. 
He can exhaust his administrative remedy, and if his claim is dis- 
allowed he would then have the right to start a suit de novo in the 
district court. This provision is intended to eliminate the double 
remedy. Under this bill the claimant would be required to choose 
between his administrative remedy, with a right to judicial review, 
and his right to go directly to the courts for his relief. 

Section 208 provides that the administering agency shall apply the 
property vested under section 202 to the payment of debt claims of 
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Americans against prevesting owners. The claim of a creditor can 
be paid only from the vested property of his particular debt. Debt 
claims against the three governments and debt claims payable in 
non-American currency are barred. The effect of this section is to 
permit payment of debts if any, of prevesting owners to Americans 
prior to the application of such owners’ property to the payment by 
the Foreign Claims Settlement Commission of claims against the 
governments of such owners. The section authorizes judicial review 
of the administering agency’s disallowance of the debt claims. 

Here again we have a variation from the Trading With the Enemy 
Act with respect to the barring of debt claims against the three gov- 
ernments and debt claims payable in non-American currency. 

So far as claims against the three Governments are concerned, it is 
my understanding that contract claims are included in the type of 
claims that will be taken care of by the Foreign Claims Settlement 
Commission after the funds are transferred into the respective 
Treasury accounts. 

So far as debt claims payable in non-American currency are con- 
cerned, these, I believe, would for the most part, represent foreign 
bank accounts or arise out of foreign bank accounts. It is our feeling 
that these creditors never really looked to the assets of the nationals 
of the various countries in the United States. I might say that similar 
legislation has been introduced in connection with the Trading With 
the Enemy Act to bar these specific types of claims. 

Section 209 grants hearing, examination, and rule-making powers to 
the administrative agency. 

Section 210 fixes a 1-year limitation period for the filing of suits and 
claims for the return of vested property. 

Section 211 sets a 10-percent ceiling on attorneys’ fees in suits or 
claims. This represents a variation from the present Trading With 
the Enemy Act, in that whereas this provision would allow an attorney 
to get a fee of 10 percent without more, so to speak, if that were his 
agreement with his client, the present Trading With the Enemy Act 
places on the administering agency, the Office of Alien Property, the 
function of determining whether or not this fee is reasonable. It 
requires the filing of fee schedules, and so forth. 

There is legislation pending to make a similar change in the Trading 
With the Enemy Act. 

Section 212 provides that all Federal, State, and local taxes other- 
wise payable shall not be rendered inapplicable by vesting, and au- 
thorizes the administering agency to pay such taxes. 

Section 213 provides that the administering agency may deduct the 
amount of its administrative expenses applicable to any particular 
assets prior to transferring them to the Treasury. 

Section 214 proscribes or prohibits postvesting liens, attachments, 
and so forth, against the vested assets or the proceeds thereof. 

Section 215 sets forth criminal penalties for violation of title IT, or 
the rules and regulations thereunder. 

I would like to point out in connection with the section analysis * 
that has been submitted that there is a typographical error in section 
202 (b). As presently stated, it reads: 


This subsection provides that the proceeds of the liquidation of such vested 
assets shall be covered into the Treasury. 


1 See appendix. 
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“Such vested assets” refers to those mentioned in subsection (a). 
That subsection involves the new vestings of assets which are presently 
blocked. Subsection (b) is intended to apply to assets of the three 
countries which are already vested in the Attorney General, vested by 
the Office of Alien Property, so that it is not intended that subsection 
(b) would refer back to the assets referred to in subsection (a). 

Chairman Ricuarps. That completes your initial statement, Mr. 
Gross ¢ 

Mr. Gross. Yes, sir. 

Chairman Ricuarps. Are there any questions that any member 
wants to ask Mr. Gross ¢ 

Mr. Cuaruam. I would like to ask Mr. Gross what is happening 
about the German property that you already have. The Alien Prop- 
erty Custodian has a great deal of property in this country. Is any- 
thing being done about that ? 

Mr. Gross. You may have seen recently newspaper articles referring 
to meetings held with a delegation from the German Government, and 
a State Department press release which indicated that it was proposed 
to recommend to the Congress that a partial return be made, limited 
to $10,000, to each claimant. 

Mr. Cuatuam. Isn’t that a new thing? Usually before it has gone 
back in toto. 

Mr. Gross. At the end of the First World War there were two steps. 
There was a $10,000 return under the Winslow Act. Later on there was 
an 80 percent return. 

I don’t mean to indicate that the same result is necessarily going to 
follow this time. 

Mr. Cuatuam. That would depend upon legislation; would it not? 

Mr. Gross. Of course. 

Chairman Ricuarps. Mr. Gross, you may be familiar with the fact 
that we have several bills before this committee concerning settling the 
other claims, including $10,000 limitation, that has been referred to. 
Are you settling claims on that basis yet ? 

Mr. Gross. Under the present legislation, under the present existing 
statutes, we are prohibited from making any returns. 

Chairman Ricnarps. Nothing has occurred yet but that a recom- 
mendation from the State Department is being prepared, so far as 
you are concerned ¢ 

Mr. Gross. You mean, the $10,000 return ? 

Chairman Ricrarps. Yes. 

Mr. Gross. Well, there will be legislation along those lines 
submitted. 

Chairman Ricuarps. I am talking about now. 

Mr. Gross. Right now no returns are being made to Germans at all. 

Chairman Ricuarps. That is just an exploratory agreement; is that 
right ? 

Mr. Gross. It is not an agreement at all. Actually, the State De- 
partment made it very clear that what took place were not negotia- 
tions, that they were merely conversations, and the State Department 
indicated that is the sort of proposal that was in mind. 

Chairman Ricnarps. When the United States Government makes a 
treaty with a foreign power, for that matter, it is known that the treaty 
depends on the ratification by the Senate. 
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1 want to know, so far as this Government is concerned, if they have 
told these people that the State Department will sponsor legislation 
to do this. 

Mr. Gross. That is all. That is as far as it has gone. 

Chairman Ricwarps. It does not go beyond the individual claims 
up to $10,000, is that correct, so far 4 

Mr. Gross. That is correct. 

Chairman Ricuarps. So far as corporate claims, and so forth, you 
don’t know of any recommendations that are being submitted along 
that line, is that right? 

Mr. Gross. So far as corporate claims? 

Chairman Ricnarps. Yes; I mean, beyond $10,000. 

Mr. Gross. The proposal is limited to natural persons, sir. 

Chairman Ricwarps. I was just trying to clear that thing up and 
make clear what your position is going to be. Does the Office of Alien 
Property custodian know about the resolutions concerning the German 
assets which have been referred to this committee ? 

Mr. Gross. Of course. The bills that have been introduced, yes. 

Chairman Ricwarps. What is your position about those / 

Mr. Gross. Sir, | am not in a position to talk for the Attorney Gen- 
eral. ‘The Attorney General, when he is asked to report on them, will 
do so. Actually, Iam getting a little beyond my scope right now. My 
authorization here is limited to this bill, and I shouldn’t be speaking 
beyond it. 

Chairman Ricuarps. I wasn’t trying to make you talk too much. I 
don’t want you to stick your neck out. 

Mr. Gross. I am not in the position to speak for the Attorney Gen- 
eral on any bills before he reports on them, sir. 

Chairman Ricnarps. Are there any other questions? Thank you, 
sir. 

Our next witness will be Mr. Andrew T. McGuire, General Counsel 
of the Foreign Claims Settlement Commission. 


STATEMENT OF ANDREW T. McGUIRE, GENERAL COUNSEL, FOREIGN 
CLAIMS SETTLEMENT COMMISSION OF THE UNITED STATES 


Mr. McGuire. Mr. Chairman, we of the Foreign Claims Settlement 
Commission have nothing further to present at this time. We are 
available to the committee to assist them in any way we can. 

Chairman RicHarps. We may call you later, Mr. McGuire. 

Is there anyone in the room here who wishes to testify? I have had 
communications from some citizens who stated they would like to 
testify. I told them to be on hand, that I couldn’t give them a special 
time because it wasn’t definite when these other witnesses would finish. 
Is there anyone in the room who would like to testify on this bill who 
is here this morning ? 


STATEMENT OF ISADORE G. ALK, ATTORNEY, WASHINGTON, D. C. 


Mr. Aux. Mr. Richards, I would like to make some general observa- 
tions. 

Chairman Ricuarps. We don’t want general observations. If you 
want to testify, we will be glad to hear from you. 

Mr. Auk. 1 would like to testify. 
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Chairman Ricuarps. Will the witness state his name ¢ 

Mr. Atk. My name is Isadore G. Alk. I practice law in the city 
of Washington. 

Chairman Ricuarps. All right, Mr. Alk. Go right ahead. 

Mr. Aux. I would like to speak with reference to just one provision 
of the bill which appears on page 11, and dealing with the remedies 
of nersons having claims to property which will be vested under this 
bill. 

Chairman Ricuarps. Where is that subsection / 

Mr. Auk. It is on page 11, line 10. 

Chairman Ricwarps. Subsection (c) ? 

Mr. Auk. Yes. 

Chairman Ricwarps. You are talking about the proviso $ 

Mr. Aux. Yes. The proviso provides that there shall be no author- 
ization to a court or a designee of the President to order the return 
of any property to a person whose claim is based on his ownership of 
shares of stock or other beneficial interest in a corporation which was 
the owner of such property rights or interests immediately prior to 
the vesting thereof. 

This proviso means, as I read the proviso, that if under the act the 
property of a Swiss corporation is vested on the ground that there 
is a sufficient Hungarian or Bulgarian or Rumanian stock holding in 
the corporation, to warrant the treatment of the corporation as a 
Hungarian, Bulgarian or Rumanian national, any nonenemy who 
owns stocks in that sume corporation is going to be remediless to secure 
his proportionate interest in the assets that were vested by the United 
States Government. 

Thus there can be a situation where the stock of a neutral corpora- 
tion may be 75-percent owned, we will say, by nonenemies of the 
United States and 25 percent owned by Hungarian or Rumanian or 
Bulgarian nationals. Under the act, as it is now written, the assets 
of that neutral corporation may be vested by the President or his 
designee as property belonging to Bulgarian, Hungarian, or Rumanian 
nationals. 

The nonenemy stockholders who own the 75 percent interest in 
that corporation are going to be completely without any remedy under 
this bill. The bill therefore reverses, insofar as it applies to Hun- 
garian, Rumanian, and Bulgarian assets, the most important decision 
of the United States Supreme Court in the case of Aaufman v. J. G. 
Chemie, where the Court held that no intention had been indicated 
by the Congress that it intended to confiscate nonenemy interests in 
neutral corporations. 

In that case the Office of Alien Property had vested the assets of a 
Swiss corporation on the ground that the Swiss corporation was 
German-owned. There was good reason to believe that a very sub- 
stantial part of the stock of the Swiss corporation was owned by non- 
enemies. In fact, there have been estimates going as high as 90 percent 
of the stock being owned by nonenemies. The Court held that although 
the United States Government had the authority upon a finding of 
German control to vest the assets of the Swiss corporation, neverthe- 
less the United States was obligated to return 90 percent of the assets, 
or whatever percentage of the assets was represented by the nonenemy 
stock ownership. That is the law as established by the Kaufman 
decision. 








118 FOREIGN CLAIMS SETTLEMENT COMMISSION 


In this bill the Government without in any way referring to that 
most important decision seeks to add language here which “will say 
that, at least as applied to corporations which have Hungarian, Bul- 
garian, or Rumanian stock holdings, those nonenemy stockholders are 
going to have no remedy whatsoever. 

feel very strongly that the proviso on page 11, starting with line 

). should be completely eliminated from the bill, giving ‘these non- 
tb stockholders the same rights that a nonenemy stockholder has 
in a corporation which may be German owned or controlled. 

Chairman Ricrarps. You think that proviso was proposed in view 
of the decision of the Court that you are talking about ? 

Mr. Ak. I would assume, I would expect that the Government does 
not like that Court decision and has inserted language which would 
make it inapplicable in this category of cases, thus resulting in the 
confiscation by the United States “Government of nonenemy interests 

rather than enemy interests. 

Chairman Ricrarps. Are there any questions ¢ 

Mr. Dopp. What was the decision ? 

Mr. Aux. K-a-u-f-m-a-n v. I. G. C-h-e-m-i-e. My recollection is 
that it is in 348 U.S. I will be very happy to supply the citation to the 
committee. 

Chairman Ricuarps. I wish you would do that. Are there any 
other questions ? 

(The citation is as follows :) 

Kaufman vy. Société Internationale pour Participations Industrielles et Com- 
merciales, 343 U. 8S. 156 (1952). 


Mr. Gross. Mr. Chairman, I would like to make a statement in that 
connection. 

Chairman Ricuarps. I am asking for questions. Are you a member 
of the committee ? 

Mr. Gross. No, sir. 

Chairman RicnuArps. I was just asking for questions. You may 
make a statement in a minute. 

Mr. Hayes of Ohio. Do you have any specific corporations in mind 
that you are talking about that this might apply to? 

Mr. AK. Insofar as the Bulgarian, Hungarian, and Rumanian sit- 
uation is concerned, I have no clients who would be bothered with this 
particular problem. Iam making this statement as a matter of public 
service. I do say, however, that I am one of the counsel who are in- 
volved in the I. G. Chemie litigiation in relation to Germany property. 

Mr. Hays of Ohio. Do you think if this language goes in it would 
have some influence on that decision ? 

Mr. Atk. It may very well, as indicating obliquely, as possibly indi- 
cating a congressional policy to confiscate nonenemy interests, and as 
to which I believe there is no such intention. 

Chairman Ricuarps. I am wondering whether Mr. McGuire would 
like to say anything at this point. Does anybody in the executive de- 
partment want to testify right now ? 

Mr. McGuire. Speaking for the Foreign Claims Settlement Com- 
mission, I would choose to defer to Mr. Gross of the Office of Alien 
Property. I think he can more adequately answer that proposition. 

Chairman Ricwarps. Mr. Gross. 
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Mr. Aux. I had one further thought with respect to that that I 
would like to add. I have serious doubts as to whether under the peace 
treaty, which was entered into with the satellite enemy countries, the 
United States Government has any authority under the peace treaty 
to vest the assets of neutral corporations at all. The peace treaty pro- 
vides for the seizure of the assets of nationals of Bulgaria, Hungary, 
and Rumania. These are cases where the assets are owned by neutral 
corporations. I doubt very much, if reliance is made upon the peace 
treaty, that the authority exists to vest the assets in those particular 
cases. It would be of particular interest to some of us in the field to 
have the comments of the State Department as to how they believe they 
would have the authority to vest in cases of that character. They say 
they do. 

Chairman Ricuarps. I wouldn’t like to have to answer that one, 
Mr. Gross. 

Mr. Gross. I would like to comment on Mr. Alk’s statement. I 
would like to say it is not as eminently clear, as Mr. Alk would like 
us to believe, that the result of the Supreme Court case to which he 
referred is an actual present obligation on the part of the Department 
or the Office of Alien Property to pay the stockholders. 

The Supreme Court did find, as I recall, and I haven't read the 
case in a long time, that these people had an interest, and allowed 
them to come in and protect their interest under section 9 of the Trad- 
ing With the Enemy Act. But I think we all know that there are 
many occasions on which the Supreme Court’s statements are some- 
times open to further interpretation by the Supreme Court. 

My position on that is that the effect of that case is not quite so clear 
as Mr. Alk would like us to believe. 

However, the reasons for the insertion of this provision in the 
legislation were, first, it was to indicate a congressional intention in 
connection with this bill to remove the possibility of this type of 
claim. As I recall, the Supreme Court found in connection with the 
Trading With the Enemy Act that there was a congressional inten- 
tion perhaps to recognize this type of interest. The reason for the 
inclusion here of the provision excluding this type of claim is to elim- 
inate that intention from this bill and to therefore eliminate this type 
of claim. 

The second reason is administrative feasibility. We would vest 
the assets of a corporation, and then, if the provision were eliminated, 
would nullify, so to speak, the intention of the bill, to put these as- 
sets at the disposal of the Foreign Claims Settlement Commission. 

Thirdly, thése are nonenemy stockholders in enemy corporations. 
Whether or not Congress wants to take the position that in buying 
into that type corporation it took a calculated risk is, of course, some- 
thing up to congressional discretion. 

Fourth, we wanted to be able to administer this bill as quickly as 
possible with as few claims as possible. We anticipate that there will 
be probably 250 or 300 vesting orders. I think we can anticipate 
from that that the amount of claims will be proportionately small. 
On the other hand, if this provision is eliminated, there just isn’t any 
way for us to tell how many claims there will be and what the admin- 


istrative problem will be in connection with the bill. That is all I 
have to say. 
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Mr. Cuaruam. Mr. Gross, it seems to me that there you are doing 
this as a matter of convenience rather than as a matter of whether it 
is fair or not. I will turn to Mr. Alk’s example. Suppose you can 
prove that it was Swiss ownership and not a blind ownership. 

Mr. Gross. You are talking about a Swiss stockholder in a Ru- 
manian corporation 4 

Mr. Cuaruam. That is right. This would wipe him out? 

Mr. Gross. This would wipe him out so far as vested assets of that 
corporation are concerned. It is something for Congress to decide, 
whether or not they want to do it under all circumstances. 

Chairman Ricnuarps. The point I am not clear on is whether it 
would wipe him out insofar as this legislation and the claims that are 
before this body, but at the same time it might not wipe out the value 
of his stock. 

Mr. Cnarnam. Yes, because they are going to take this property 
and distribute its assets. Therefore, this man would be wiped out. [ 
think Mr. Alk has a good point. 

Mr. Gross. It might not wine out—Mr. McGuire might tell us— 
the claim of an American stockh*lder in such a corporation. 

Mr. Cuatuam. I am not talking abort an American stockholder. 
Take a person ina neutral nation, a friendly nation. 

Mr. Gross. It wou'd wipe him out. 

Mr. Don». I would like to hear your answer to Mr. Chatham’s aues- 
tion. Isn’t your reason, as he suggested, one of convenience? I think 
he has a very valid question, which I do not think you have answered. 
T heard you talk about the number of claims and J can understand your 
concern as administrative officer. But actually what difference does 
it make? If they are all valid, it is vour job to administer them. It 
doesn’t seem to me you have answered the question. 

Mr. Gross. Let me put it this wav: 1, there is the question undoubt- 
edly as to the desire for administrative feasibility; 2, I think there 
is also the question, which is to be decided by the Congress, whether it 
wants to give this protection to, let us say, a neutral who bought into 
an enemy corporation. 

Actually, I think that so far as the vesting of the assets of these 
corporations is concerned, I don’t know precisely what the line of 
demarcation will be, but I think it will probably be about 50 percent 
ownership and not 25. If I am wrong. I wish one of my associates 
would correct me, but I think that is probably what the line of demar- 
cation will be. 

Apart from that, the matter is just plainly a matter of policy. Ifthe 
Congress feels that a neutral stockholder in an enenfy corporation 
should be protected, then I think you have to eliminate this provision. 

Mr. Dopp. Is that what the Supreme Court held ? 

Mr. Gross. The Supreme Court case held that the neutral stock- 
holder in a neufral corporation had this interest in property. As I 
say. I don’t think the proposition that we have to nay on the basis of 
this decision is quite as clear as Mr. Alk indicates. However. one of the 
reasons we put this in is to eliminate the problem, if Congress wants 
the problem eliminated. 

That is about the entire picture, as I understand it. 

Chairman Ricwarps. I can understand where the Alien Property 
Custodian might not have authority to assume jurisdiction over a 
neutral stock; but, when we create an International Settlement Claims 
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Commission to do the job that you want to do, I can’t see why, because 
you assume jurisdiction and attempt to settle a certain type of enemy 
claims, you should make neutrals suffer in the act. I am inclined to 
agree with Mr. Chatham. There may be some other reason I don’t 
know about. 

Mr. Hays of Ohio. You are talking about someone buying into an 
enemy corporation. It wasn’t necessarily an enemy corporation when 
they bought into it ? 

Mr. Gross. Not necessarily. 

Mr. Hays of Ohio. Then I agree with the chairman. I can’t see 
why they should suffer. 

As far as the business of getting the act administered in a hurry, 
there is nothing in past history in the Office of Alien Property to make 
me believe that they are in a hurry to terminate anything. 

Mr. Gross. We are in a hurry to terminate this program, sir, and 
all the other programs we have. We are doing it as fast as we pos- 
sibly can. 

Chairman Ricuarps. There is one other aspect of it that you men- 
} = tioned, and one difficulty, about doing the things that the other witness 
proposed. That is, you have just said that you don’t know how many 
claims there are, how long it will take to do the job, and how much it 
will delay the winding up of the functions of this Commission. 

Then the question comes up of whether you propose to do that un- 
der the Commission or whether these neutral stockholders would only 
have a remedy by act of Congress. That is what I was interested in. 

Mr. Gross. I think what I have to call your attention to, Mr. Chair- 
man, is the fact that the vast bulk of the money that would be in- 
volved in this program is not now vested. It is blocked property. As 
blocked property nobody can take it or get any part of it unless a 
license is issued. 

I might say that I doubt very much at this stage of the game if a 
neutral stockholder came along and asked for a license to receive his 
proportionate share of the blocked assets he would get one. 

Mr. Cuarnam. May I ask a question there? The point is that 
after it is vested, by that clause you are knocking out the neutrals’ 

right to get a settlement ? 

Mr. Gross. That is correct. 

Mr. Cuatuam. I was rather intrigued by you saying that if Con- 
gress wants this thing—Congress hasn’t said anything about want- 
ing this thing. It has come up from somewhere else. 

Mr. Gross. This is a proposal that is placed in the bill for con- 
gressional consideration in view of the administrative problem and 
other questions that have arisen by reason of the decision in the Su- 
preme Court. 

Chairman Ricwarps. You said something else that bothered me. 
You agreed that the claimant under that proviso would be wiped out. 
I can’t see why they would be wiped out. They would be wiped out 
as far as this process is concerned. ‘There is bound to be a remedy 
in international law, or their could be a remedy through legislation 
to take care of the neutrals as a category. I just don’t know. I am 
trying to get at whether this matter ‘should be in this bill. 

‘Mr. Cuatuam. It seems to me the neutrals are taken care of with- 
out this clause. 
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Chairman Ricuarps. If the interpretation of the decision is right. 

Mr. Cuaruam. This clause says it was not the intent of the Con- 
gress to wipe out the neutrals. This is the intent of the Congress, if 
you leave it in. 

Chairman Ricnarps. It will take care of them within this act. 
Then the question comes up whether it is a proper function of this 
body that we are setting up to take care of the payment to neutrals. 

Mr. Hays of Ohio. I think we are all thinking in the same direc- 
tion, but it seems to me that this particular section destroys the right 
of a neutral to initiate any action in any court anywhere. If we leave 
this out, then he has what you are talking about, his right to go to 
court to try to get his share. If we leave this in, we destroy that. 

Mr. Gross. That would be correct with respect to vested assets. 

Mr. Cuatruam. Mr. Alk has made a good case, I think. 

Mr. Hays of Ohio. There is one other question I have. Do you 
say the Foreign Claims Settlement Commission will administer this 
particular section dealing with neutrals ? 

Mr. Gross. No, sir. 

Mr. Hays of Ohio. You would do that? 

Mr. Gross. Yes. I asked some question about whether or not Amer- 
ican stockholders of an enemy corporation might not have some 
recourse under the Foreign Claims Settlement Commission. 

Chairman Ricnarps. Thank you, sir. 

That is all we are going to hear this morning. I would like to have 
the committee stay here just a moment in executive session. I want 
to say to the other witnesses that we will have a meeting here at 10: 30 
in the morning. 

(Whereupon, at 11:40 a.m., the committee adjourned.) 
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WEDNESDAY, APRIL 20, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON ForeIGN AFFatrs, 
Washington, D.C. 

The committee convened in room G-—3, United States Capitol, at 
10:37 a. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricnarps. The committee will come to order, please. We 
will proceed with the hearing on the draft bill to amend the Inter- 
national Claims Settlement Act of 1949. 

The first witness this morning is Mr. Myron Wiener. We are glad 
to have you with us this morning. Will you please state your back- 
ground ¢ 


STATEMENT OF MYRON WIENER, ATTORNEY, 
WASHINGTON, D. C. 


Mr. Wiener. Mr. Chairman, my name is Myron Wiener. I am a 
lawyer, with offices in Washington, D. C. 

I wish to express my appreciation of the honor of the invitation 
extended to appear before this committee to express my views on the 
legislation now under consideration. I do not represent any client 
having any interest in these hearings. I have specialized in the prac- 
tice of international matters for more than 20 years, having practiced 
in extraterritorial jurisdictions with headquarters in Shanghai, China, 
and having branches and correspondents in other places of the world. 

From June 1950 through December 1953, I was a Commissioner of 
the War Claims Commission, and as such it was my duty to pass on a 
very large number of claims in different categories. 

Chairman Ricnarps. Mr. Wiener, have you a statement you wish 
to put in the record at this time? Do you wish to read the statement ? 

Mr. Wiener. Mr. Chairman, my statement is rather long. I think 
it would be better if I asked permission to put it in the record. 

Chairman Riewarps. Without objection, that will be done. Do you 
wish to make a statement in connection with that? 

(The statement referred to is as follows :) 


STATEMENT OF MyRON WIENER 


Mr. Chairman, my name is Myron Wiener. I am a lawyer with offices at 917 
15th Street NW., Washington, D. C. 

I wish to express my appreciation of the honor of the invitation extended to 
me te appear before this committee to express my views on the legislation now 
under Consideration. 

I do not represent any clHent having any interest in these hearings. 

I have specialized in international matters for more than 20 years. For more 
than 10 years prior to Pearl Harbor Day I practiced in extraterritorial juris- 
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dictions as partner in a firm with headquarters at Shanghai, China, and with 
branches and correspondents throughout the Far East and in other capital cities 
of the world. I served for a period as acting judge of the United States Consu- 
lar Court at Shanghai and Commissioner of the United States Court for China. 

From June 1950 through December 1953, I was Commissioner of the War 
Claims Commission and as such it was my duty to pass upon a very large number 
of claims in different categories, over which the Commission had jurisdiction by 
virtue of the War Claims Act of 1948 as amended. 

As such Commissioner, I was the prime moving factor behind the preparation 
of the Report and Recommendations for the Settlement of War Claims Arising 
Out of World War II, which Report and Recommendations is before the Congress 
as House Document No. 67, 83d Congress, 1st session, referred to the Committee 
ou interstate and Foreign Commerce, the committee which has handled all war- 
claims legislation arising out of World War II under the War Claims Act, and 
ordered to be printed, January 16, 1953. 

To date, the Congress has passed no comprehensive law dealing with the 
claims of American citizens arising out of World War II. However, from the 
very outbreak of hostilities, and even in anticipation of the entry of the United 
States into the war, the Congress, in separate bills, provided compensation for 
a substantial number of World War II claims. The laws which were enacted 
only partly reflect congressional interest in these claims. In each Congress 
since the 77th, there had been a progressive increase in the number of bills intro- 
duced which have sought to deal with segments of the war-claims problem. 
From early in 1941 through the 82d Congress an aggregate of approximately 
200 public bills relating to war claims were proposed in the two Houses of 
Congress. 

As the attention of the Congress was drawn to the great number and variety 
of claims pressing for attention, it became increasingly evident that the residual 
war-claims problem could not be handled intelligently, and with fairness to all 
Americans having war claims of one type or another, until the Congress had had 
the beneiit of a complete and thorough survey and analysis of all the claims 
aris ng out of World War II. Section 8 of the War Claims Act, therefore, 
directed the War Claims Commission to make such a study and analysis and to 
present its finding and recommendations to the Congress. 

In approaching the residual war-claims problem it is essential to bear in mind 
that the impact of World War II upon the United States was such that the over- 
whelming percentage of war losses sustained by its citizens occurred beyond 
tre rh s’-a!l ‘imits of the Ll nited Stetes or its possessions. From this it follows 
that a knowledge of the redress afforded to Americans by the countries in 
W.il h the iovses occurred is essential to a determination of the scope of the 
problem which remains to be solved. The report of the War Claims Commission 
contains an exhaustive survey (as of 1953) of the laws of all the countries where 
major losses to Americans occurred, and the actual implementation of these 
iaws. It sets forth those claims that have already been satisfied under existing 
domestic laws, and describes the administrative methods that were employed. 
All treaties and reparation agreements are fully discussed. In treating of the 
equitable and legal bases for the payment of war claims the report traces the 
development of congressional thinking on the war-claims problem from the very 
earliest days of our Nation to the present times, and from that part of the dis- 
cussion one can discern which particular type of claim the Congress has con- 
sistently cons'dered as being entitled to recognition, and which types the Con- 
gress has declined to recognize as being compensable. In other words, a definition 
of “compensable war claims’’—in the American sense—evolves. 

In short, the report contains information on many aspects of the problem, 
including 

1. The estimated number and amounts of war claims arising out of World 
War II, classified by types and categories. 

2. The extent and manner in which such claims may have been or may be 
satisfied under existing international agreement or domestic or foreign 
legislation. 

3. The categories and types of claims, if any, which should be received and 
considered, and the legal and equitable basis therefor. 

4. The administrative methods by which such claims should be considered 
and any priorities or limitations which should apply. 

Quite naturally, the claims of Amer caus agaiusc Bulgaria, Rumania, and 
Hungary were fully considered in the report. 
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Inasmuch as the first three titles of the present proposed legislation—the claims 
against Rumania, Bulgaria, and Hungary, and the Italian claims—may be con- 
sidered as another invitation to the Congress to approach the entire problem on 
a piecemeal basis, it may be, Mr. Chairman, that you might consider the report 
of the War Claims Commission of such interest as to want to make it one of the 
documents for study in connection with the proposed legislation. 

I have made a quick study of the draft print of the bill now under considera- 
tion. I would say that I am in agreement with the general purposes of the first 
three titles of the bill, and that the report of the War Claims Commission recom- 
mended that justifiable claims against these three countries be recognized. We 
made the recommendation, however, only on the basis that these claims would 
be given recognition by the Congress at the same time and as part of an overall 
integrated program for the settlement of all unrecognized claims arising out of 
the war, thus underlining the clear statutory expression of the Congress that 
piecemeal legislation on the subject will lead to inequities between classes of 
American claimants, disadvantage to the Government and to snarls, excessive 
costs, and inefficiencies in administration of the program. 

With regard to administration, for instance, a few pointed questions on this 
subject have already been raised by the members of this committee during these 
hearings. There has been some discussion as to whether title IV should be ad- 
ministered separately and apart from the first three titles. Other questions have 
been asked: Who is best qualified to do the job? Are there trained personnel 
available to administer all three titles at the same time, plus additional classes of 
claims over which the Foreign Claims Settlement Commission may be given 
jurisdiction? How long will it take to do the job? What should the cutoff date 
be? How much will it cost? Should a part of the funds from the vesting of the 
property of one country be used to defray part of the costs of programs of other 
countries? And if not, how can they be separated? 

These, and others, are all questions of such merit as to require careful 
and deliberate study particularly in view of the fact that it is known, and 
it has been testified during these hearings, that very soon there will be brought 
to the attention of the Congress certain proposals concerning the settlement of 
certain types of war claims against Germany. What new substantive and ad- 
ministrative problems will this program embrace? How will that program 
fit in with the program presently before the committee? If the German work 
also is to be given to the Foreign Claims Settlement Commission will it have such 
a gigantic task as to crowd its calendars to an unmanageable degree and to such 
an extent that no claimant or any class of claimants can expect or hope for 
speedy disposition of his case? Will new administrative techniques of a sum- 
mary nature have to be evolved to expedite the work? 

It must be also borne in mind that even after the disposition of the claims 
against Bulgaria, Rumania, Hungary, and Germany, the entire claims problem 
has not been solved. Claims against other countries still remain open. Some 
of the claims have administrative problems which are common to all countries. 
Some are not. Of equal importance is the fact that some of the substantive 
problems vary greatly from country to country; unless the problem is viewed 
as an entire picture—rather than on a piecemeal basis—inequities between dif- 
ferent groups of American claimants will arise. 

I am of the belief, therefore, that titles I, II, and III of the proposed bill 
are not yet ready for legislation, and that they require considerable more study, 
thought, and consideration. 

I should like to refer to some additional particular illustrations of what I 
have in mind: 

Now, just what are the claims that the proposed bill, under titles I and II 
would recognize? 

We find, in section 217 (p. 27 of the draft print) first that we would pay, 
to the extent of two-thirds of the award, those defined and specified claims which 
the countries concerned should have paid under and in accordance with the 
terms of the treaties with them. 

Second, we would pay, to the full extent of the award, compensation for 
the nationalization of American property which took place about a year after 
the ratification of the treaties of peace; and 

Third, we would pay an amount, again to the full extent of the award, 
which would “meet obligations arising out of contracts which existed on, or 
out of other rights which were acquired by nationals of the United States 
prior to April 24, 1941, in the case of Bulgaria, and on or prior to September 1, 
1939, in the case of Hungary and Rumania, and which became payable prior to 
September 14, 1947.” 
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It is noted that it is proposed that in the second and third categories we 
would pay full compensation, but that in the first category we would pay only 
to the extent of two-thirds of the award. No ready reason occurs why one 
class of claimants should get satisfaction to the extent of two-thirds of their 
claims, while the other two classes are to be paid in full, nor has any explana- 
tion been offered during these hearings. It is known, of course, that in our 
treaties with these countries, and with Italy and Japan, certain specified war 
claims were to be paid to the extent of two-thirds of the award, and these in local 
currencies, but in no case can I recall where full payment was provided for. And 
it will be recalled that when the Congress provided for the rehabilitation of the 
war damage in the Philippines, under the administration of the Philippine 
War Damage Commission, American claimants ultimately received about 50 
percent of the awards. 

It would appear to me that further study and consideration should be given 
to the validity of the proposed inequality of treatment between classes of 
American claimants. 

An even more important consideration arises in connection with the extent 
and nature of the claim which the third category proposes to recognize, namely : 
“* * * obligations arising out of contracts * * * or out of other rights which 
were acquired * * *,” 

Under this all-embracing wording, every conceivable kind of nebulous claim 
is invited to be filed for adjudication, with a consequent needless crowding 
of the dockets, additional expense and delay in the adjudication of meritorious 
claims. 

Moreover, under international principles espoused by the United States some 
types of claims arising out of contract and other rights are not afforded the 
same support as those founded on treaty rights or the taking or destruction of 
property. 

Of importance, therefore, is the consideration that the delegation to a com- 
mission by the Congress of this very broad discretionary power to define which 
claims should be paid, has no precedent. It has been suggested by one of the 
gentlemen on this committee in connection with steps to be taken to prevent 
windfall or speculators’ profits, that the Commission would enact regulations. 
Commissions are usually given the power to make regulations which are largely 
confined to detailing procedural steps, rulemaking and the like. I know of 
no case in which the Congress has conferred on a commission this very wide 
power to establish policy and to legislate with regard to substantive rights. 
In the case of the Philippine War Damage Commission Act the Congress spelled 
out in some detail the nature of the claims which were to be paid. In the French 
Spoliation Claims Act, which claims arose shortly after the founding of our 
Nation, the Congress conferred special broad jurisdiction on the Court of Claims 
to hear and determine the legal and equitable basis for these claims and to 
determine the amount of each, but it was not given jurisdiction to enter final 
judgment against the United States. Its findings were reported to the Con- 
gress for final action. The Congress approved some of these findings and appro- 
priated funds for their payment but refused to do so as to some of the other 
types of claims. 

It is clearly established that the recognition of certain claims arising out 
of a war is not the process of implementing a set of fixed, predetermined legal 
principles established either under domestic law or under international law, 
but rather, is a matter of giving effect to a country’s domestic policy in dealing 
with the problem of war claims. Except where a defeated power is required 
under the terms of a treaty to discharge certain specified claims, this country is 
free to develop its own definition of “compensable war claim.” 

An analysis of the many American congressional precedents reveals what 
has already been intimated; that the term “‘war claim” is an elastic one. In 
effect, the disposition of the war claims which United States citizens have 
asserted after each war represents the policy decisions which the Congress 
has made with reference to war claims. On the single issue as to what claims 
should be satified, the shape which domestic policy has taken has depended 
on many factors, such as— 

(1) The successful or unsuccessful prosecutions of the war; 

(2) The extent and nature of the damages suffered ; 

(3) The urgency for rehabilitation ; 

(4) The ability to shift to the vanquished power or powers the responsi- 
bility for providing the funds for the payment of war claims and the expedi- 
ency of so doing; 
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(5) The financial capacity of the United States to meet the war claims 
burden from domestic revenues ; and 

(6) The compulsion to equalize the burdens of war with respect to claims 
which, in equity and good conscience, and in the national interest, should 
be paid. 

Thus, the establishment of a definition of “war claim” is a matter which has 
always been regarded as of high policy for the resolution by the Congress. A 
study of the history of the many claims situations in which the United States 
has found itself shows that the Congress has invariably, in referring claims to 
commissions for adjudication, specified in some detail the nature of the claims 
to be recognized and the types of claimants who would be entitled to receive 
payment, or in other ways has retained to itself the final decision as to these 
matters, 

To do otherwise, particularly in this situation, could lead to most unfortunate 
results, and in this connection it is important to examine the organic nature 
of the Foreign Claims Settlement Commission. 

Proceedings before the Commission are in their nature “ex parte’ to the 
extent that the foreign country whose funds the Commission is disbursing is 
not a party thereto and is not represented. In the larger number of cases in 
the past where war claims were adjudicated the other country was represented, 
as for instance, in the Mixed Claims Commission after World War I, in adju- 
dicating claims against Germany. In the present case, the matter of the allow- 
ance or disallowance of a claim, and the amount thereof is a matter solely 
between the claimant and the Commission. The Commission acts in the dual 
‘apacity of defendant and judge, the possible implications of which are obvious. 
Moreover, and this point has been brought out by one of the members of this 
cominittee, it is provided by the organic law of the Commission that its decisions 
are “* * * final and conclusive on all questions of law and fact and not subject 
to review by any other official of the United States or by any court * * *,” 

I think it would be generally accurate to say that only to the Supreme Court 
of the United States has there been committed such a finality of decision on law 
and fact; that in all other Federal courts, decisions are, in the main, review- 
able. It is significant to bear in mind in this connection that the tenure of 
Federal judges is secure and that they cannot be removed for deciding a case 
for or against any particular party. In contrast, Reorganization Act No. 1 
specifically provides that the Commissioners of the Foreign Claims Settlement 
Commission serve at the pleasure of the President. 

Moreover, under Reorganization Act No. 1, the applicability to the Foreign 
Claims Settlement Commission of the Administrative Procedures Act is, to say 
the least, a matter of grave speculation. 

Reorganization Plan No. 1 amalgamated the International Claims Settlement 
Commission with the War Claims Commission. The latter was not subject to 
the provisions of the Administrative Procedures Act and the former was specifi- 
sally exempted from certain of its provisions. The legal position is very uncer- 
tain and confusing and this in a situation where there is every reason why the 
law should clearly provide that this Commission should come under the act. 
Large amounts of money and important interests are involved in these claims. 
The discretion committed to this Commission concerning the type of claim to be 
recognized is very broad. The properties damaged are behind the Iron Curtain, 
and awards cannot be checked against an actual viewing of the property in- 
volved. The fact must be frankly faced that this type of situation invites the 
application of pressures of all types on the Commission. It is unfair to the 
Commission to place them in this kind of position. A much healthier situation 
would be created if the Administative Procedures Act were made to apply under 
which qualified, career, civil service trial and hearing examiners are provided 
for in such a manner as to give them a high degree of independence and free- 
dom from pressures and under which a review of decisions is provided for. 

Turning now to the second category of claims to be recognized by the proposed 
legislation, we come to the nationalization claims. 

The treaties with these three satellite countries came into force on September 
15, 1947. Within about a year following the ratification of these treaties the 
Balkan countries adopted economic measures which called for the nationaliza- 
tion of virtually all the economic resources of these countries. 

Under the treaties each of the three countries was required to restore all 
interests of United Nations nationals as they existed at the outbreak of the war. 
Property to be returned had to be restored in good order. In cases where the 
property could not be returned or where, as a result of the war, a United Na- 
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tions national had suffered a loss by reason of damage to property, compensa- 
tion was to be payable to the extent of two-thirds of the amount necessary to 
make good the loss. All of the treaties granted the Allied Powers the right to 
seize and liquidate all property which, on the effective date of the treaty, was 
within their territory and which belonged to the former enemies. These powers 
were given the right to apply the proceeds of such property to purposes within 
the limits of their war claims and those of their nationals, other than claims 
which had been fully satisfied under the provisions of the treaties. The treaties 
further provided that all property in excess of the amount of those specific claims 
was to be returned to the respective countries. 

Accordingly, it appears to be specifically within the purview of the treaties, 
and it is the undoubted right of the United States to apply the liquidated vested 
assets of these countries to our unsatisfied war claims azainst these countries. 
No warrant in law exists, however, so far as I am aware, which permits the 
United States to use any part of this fund for the payment of other categories 
of claims, such as nationalization claims, or for that matter, the “catch-all” 
category three claims not specified in the treaties. 

I understand that the argument has been made that inasmuch as the Balkan 
countries have breached the terms of the treaties, the United States is not bound 
by them. This may be a valid argument as far as it goes, and the United States 
may not be under the duty to perform any obligations imposed on it under the 
treaties; but the breach of the treaties by the other contracting powers does not 
give the United States the right to commit an illegal act—we do not have the 
legal right under international law to confiscate the properties in question or to 
use them for purposes other than those stipulated in the treaty. For the United 
States to confiscate these properties, that is to say, nationalize these properties, in 
such circumstances would be exactly the same kind of illegal and immoral act 
of which we complain of the Balkan countries in this matter. The United States 
in its long history has never confiscated nor nationalized property of its own 
nationals or those of others, and it would be a major error at this particular time 
to copy or resort to the same techniques and attitudes toward individual rights 
and property interests as those indulged in by the Communist states. It has 
also been brought out by the members of this committee that the Balkan assets 
to be utilized for the satisfaction of these claims were not those of the regime 
which nationalized American property, but those of a predecessor government. 

Moreover, to apply these proceeds to the settlement of the nationalization 
claims would work an injustice on those American claimants legally entitled to 
compensation under the first category. The inclusion of two additional cate- 
gories of claimants not so clearly entitled to relief from this limited fund, di- 
minishes considerably the pro rata share to which each claimant in the first 
category may be entitled. 

These three categories require further scrutiny on other grounds because 
very obviously, there will be an overlapping of claimants. Every American who 
had property in these countries would be a claimant under category 2, because all 
property was nationalized. It would be only these same property holders, or 
some of them, whose properties could have sustained war damage and accord- 
ingly these same individuals would also have a claim under the first category. 
Under the second category they would be entitled to 100 percent compensation 
on the particular property and under category 1 they would be entitled to a 
two-thirds compensation, although on different counts. This situation requires 
further consideration and perhaps clarification in the drafting of the bill. 

In connection with the interests of Balkan countries which would be liquidated 
in order to provide the fund out of which American claimants would be paid, 
it is provided, in effect, in section 202 (a) of the proposed bill (p. 3, line 20, 
of the committee print) that property in the United States which is owned by 
Balkan corporations and associations should be vested and liquidated, but that 
properties in the United States which are owned by Balkan natural persons would 
not be so utilized. 

This position is justified by the Department of State in its statement to this 
committee as follows: 

“The Department of State is of the opinion that the property of natural 
persons should be excluded from the vesting program. * * * the assets of natural 
persons are relatively small in amount and we do not wish to alienate the support 
of friendly nationals in Bulgaria, Hungary, and Rumania or impair their faith 
in the United States. * * * The Department would favor release under appro- 
priate safeguards * * *.” 
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“On the other hand, the legislation provides for the vesting and liquida- 
tion * * * of assets belonging to corporations organized under the laws of these 
countries. The Department of State has taken this position with respect to 
corporate assets, since the effective appropriation by the Governments of Bul- 
garia, Hungary, and Rumania of all corporate property in those countries has 
made it virtually impossible to determine the rights of the former beneficial 
owners.” 

In all frankness, I must say that I am unable to appreciate this kind of 
reasoning. If its purpose is the desire not to alienate friendly nationals of those 
countries, or cause them to lose faith in America, then we must not overlook 
the simple fact that corporations and associations are composed of individuals, so 
that the seizure of corporate property is in effect a seizure of individual property 
and thus the intention and purpose for the differentiation in treatment fails. 
It is also said that the reason for the distinction is that because of the nationaliza- 
tion of corporate property in the Balkan countries it has been made virtually im- 
possible to determine the rights of the former beneficial owners. I will venture 
the guess that when and if conditions in these unhappy countries become more 
favorable, the former beneficial owners will have little more difficulty, if any, in 
establishing their rights than individual owners. 

Moreover, current American thinking on these subiects has been to carefully 
protect the rights of American beneficial owners, and in the treaties under dis- 
eussion even indirect rights of stockholders were recognized, as they similarly 
were in the treaty between the United States and Yugoslavia. 

In further substantiation of the proposal, it was said that in any case the 
properties in America of Balkan natural persons is small in amount, apparently 
implying that it was of lesser significance in the picture than Balkan corporate 
assets. However, the very opposite appears to be the fact, according to figures 
supplied by the Office of Alien Property, as of June 30, 1951, if strict exactness is 
to be observed; but, actually, the amounts involved in both categories are rela- 
tively small, so that the bait that is being so invitingly extended is actually not 
of significant proportions. It must also be recalled that the treaties with the 
Balkan countries provided that those countries would reimburse their individual 
citizens for the value of the individual’s properties which are allowed to he vested 
by the United States. This same provision appears in other treaties between 
the United States and former enemy nations, including the agreement with 
Germany. And it may be well to keep this provision clearly in mind when and 
if one or more of those countries proposes that the United States return prop- 
erties which it has vested. 

In connection with the proposal here being made that the United States should 
not vest properties in the United States of Balkan natural persons, it may be 
pertinent to ask, would not such legislation establish a precedent which would 
give sound basis to a request by other former enemy nations for the same treat- 
ment by the United States: and if all were accorded this same treatment, what 
would the cost be to the United States? Here again is an example of the wisdom 
of viewing the war claims picture as a whole, rather than on a piecemeal basis. 

Perhaps the most serious consideration concerning the proposal not to vest 
the properties listed in the names of natural Balkan persons, but to vest other 
properties. are the justifications which have been advanced for this proposed 
action. The justifications—as above detailed—are entirely opportunistic. No 
considerations of justice, fairness, or legality have been presented. If there is 
any legal or equitable basis for the proposed action, it should be based on these, 
for it is these factors on which the United States traditionally relies in its 
contest with materialistic and opportunistic ideologies, and it is when the United 
States abandons these considerations the peoples will lose faith in us. 

With your further indulgence, Mr. Chairman, I have a short comment to make 
with particular reference to title III of the proposed legislation entitled “Claims 
against Italy,” under what is commonly known as the Lombardo Agreement. 

Article 78 of the treaty with Italy made provision for the return and restora- 
tion of American properties in Italy proper, with adequate provision being made 
for the adjudication and payment of war damage claims. The Lombardo Agree- 
ment grew out of later negotiations between the United States and Italy on 
problems involving certain provisions of the treaty, including means to acceler- 
ate the disposition of claims under article 78 of the treaty. 

Under article 79 of the treaty the United States was permitted to retain Italian 
properties situated in the United States and to apply the proceeds as it might 
desire within the limits of the war claims of the United States and its nationals, 
including claims not fully satisfied under the treaty. This article further 
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provided that property in excess of such claims should be returned to Italy. 
The claims covered by the treaty are those for compensation for war damage to 
American property in Italy and for losses due to application of special war 
measures. While it was not known what portion of the $60 million of Italian 
assets in the United States would be required to discharge the additional claims 
in favor of Americans not covered by article 78 of the treaty, it was believed that 
after these additional claims had been discharged there would be an excess to 
which Italy would be entitled under the provisions of the treaty. During the 
negotiations leading up to the Lombardo Agreement there was discussion as to 
the type of claims which might be valid charges against Italy’s assets in the 
United States, and preliminary drafts of the Lombardo Agreement made an 
attempt to specify the types of claims which would be compensable from whatever 
sum Italy would agree to pay, but no conclusion could be reached. 

It was finally agreed that the United States would return to Italy those Italian 
assets in the United States which the latter has vested and blocked, and that 
Italy would pay to the United States the sum of $5 million “to be utilized in 
such manner as the * * * United States may deem appropriate in application 
to the claims of United States nationals arising out of the war with Italy and 
not otherwise provided for.’ It was understood that the United States would 
be under no obligation to return to Italy any part of this fund. This sum was 
paid to the United States in 1948. This fund is intact, no claims having been 
paid out of the proceeds. It is this fund which we are discussing today. 

Here again we have a situation in which neither the proposed legislation nor 
the international agreement defines or specifies the type of claim to be recognized, 
and it is proposed by the bill that this delicate matter of high national policy 
be left to the unreviewable discretion of the Foreign Claims ‘Settlement 
Commission. 

The view is held in some quarters, however, that the claims embraced by the 
Lombardo Agreement are those which arose out of Italian action outside of Italy 
proper, but are of the same categories and types as are compensable under the 
terms of the treaty with Italy concerning damage in Italy proper; and if this is 
the view held by the Congress, it is submitted that the proposed legislation should 
make this clear. 

However, this question may be entirely moot because in a careful review made 
for the purpose of presenting to the Congress the Report and Recommendations 
of the War Claims Commission, no clear claim against this fund could be found. 
There was testimony given at these hearings that “It is estimated that some 50 
to 60 informal claims have been filed with the Department of State by this class 
of claimants. * * * Upon favorable consideration of this bill, it is believed that 
some 1,000 to 1,500 additional claims would be filed.” 

It was not evyplained what is embraced within the expression “informal claim” 
but it may be that a mere letter of inquiry on the subject to the State Depart- 
ment is considered as such. With regard to the possibility that some 1,500 
additional claims might be filed, there is no way of forecasting how many 
Americans might feel themselves entitled to participation in the fund. Clearly, 
however, no such number has as yet evinced any interest in the fund. Clearly, 
also however, the number of claimants who might file might depend in large 
part on the exact category and type of claim which the Congress might designate 
as being compensable. And it might result, as I am inclined to believe, that 
either the fund will continue to remain intact, or that very small amounts 
from it will suffice to compensate those claims which might be filed. The 
United States will then be left with a considerable fund in its possession, and 
because it is understood that no part of this fund need he returned to Italy, 
this fund is therefore at the legal disposition of the Congress, according to 
its discretion. It may be that the Congress would consider the advisability 
of using this fund to provide administrative expenses for the adjudication of 
the claims against other funds where the amount of the fund is so small as to 
leave very meager amounts for the claimants: or it might want to use this 
fund to augment payments of other smaller funds: or it might wish to use 
this fund to provide compensation for nationalization; or it might want to use 
this fund to provide a fund for the payment of war claims avainst countries 
where no fund is available and where the early prosnects of there being such 
a fund are very slim—as for instance, in the case of China where war damage 
claims show no prospect of settlement and where, moreover. there have arisen 
nationalization claims. I think this Lombardo Agreement situation provides an 
excellent example of the wisdom of treating the war claims problem on the 
overall basis, rather than piecemeal. 
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ily. ; The administration of the program under titles I, II, and III will alone be 
to 4 tremendously time consuming. It must be realized that in the case of the 
var : Balkan countries, the evidence of proof of claim will be largely of a secondary 
ian | nature, because the properties themselves, and the official records of title are 
ms : behind the Iron Curtain and cannot easily be viewed for primary verification 
hat i of amount and authenticity. Property values in Iron Curtain countries are 
to also very difficult to ascertain with any degree of exactness. The problem of 
the j adducing reasonable proof of these claims will be unusually time consuming. In 
to i the case of the Yugoslavian claims the International Claims Commission was 
the ; permitted to maintain an office and have representatives in that country and 
an this probably expedited the work somewhat. I would be very surprised if 
ver re Rumania, Bulgaria, or Hungary would accord to the United States the same 

; privilege. 
an } It has been said that the task of adjudicating these claims should be given 
iat : to the Foreign Claims Settlement Commission because its present, existing staff 
in i is fully experienced in this type of work and that therefore the work would 
on lf proceed with speed. I expect, and hope, that these experienced adjudicators 
nd are presently hard at work on claims problems now under their jurisdiction ; 
ld i if they are to receive this new work, it would seem to follow that new personnel 
as 1] would have to be hired, and this would be the case even if the work were given 
en ! to some other agency or even to a new agency. 

With regard to administration of the proposed Lombardo Agreement claims 
or : title III—it might be well to recall that under article 88 of the treaty with 
ad, | Italy there exists an Italian-American Conciliation Commission, with certain 
ey jurisdiction in connection with the settlement of war claims, and that there 
nt | exists an American Claims Office working with the Italian Ministry of the 

: Treasury, and both of these groups have the greatest familiarity with the 
he Italian claims situation. If the Lombardo claims are to be those which arose 
ly : outside of Italy proper but are to be of the same type and category as those 
he | which arose within Italy proper, then it might be wise to commit the adjudica- 
Se : tion of the Lombardo claims to these latter agencies, who not only are entirely 
ld familiar with the entire problem, but who are close to the places in which the 

damage occurred. 
te To summarize on titles T, IT, and IlI—and this is said in all deference to 
ns those who may have testified to the contrary I believe that these titles require 
a. considerable further study, analysis, investigation and thought before they will 
=) be ready for legislation: I am however, in full agreement with their general 
ss parpoees. water ala Bitieh 
at With regard to title T1V—the Russian claims—the situation is somewhat dif- 

ferent. These claims do not arise out of World War ITI and should not be 
” viewed or considered as a part of that overall picture. They antedate that war 
. by a long period. All parties concerned are and have been fully agreed on the 
1) matter of these claims. Their settlement has only been awaiting the completion 
ed of the liquidation of the assets by the Department of Justice. 
¥ Had the United States Government not intervened in the matter, IT think that 
4 these claims would have been settled long ago by processes in the State courts. 
=e Although the right of the United States to intervene and control the matter was 
. tested and upheld by the Supreme Court in the case of United States v. Pink, I 
at think it must now be concluded, now that all the facts are in, that its inter- 
ts vention has resulted in a serious delay and injustice to the claimants. 
e In previous testimony it was said that legislation making provision for the 


d payment of war claims is an act of grace on the part of the Congress. If such 
is the rule—and clearly, it is not a rule of general application—I should say that, 


és in the circumstances, it should have no application to these claims against the 
a Litvinov Assignment funds. 

if As is fully known to this committee, these claims were the subject of litiga- 
0 tions in the State courts. When the Federal Government stepped into the pic- 
e ture and took control of the unliquidated assets, it did so on its unequivocal 
“ assertion and on the clear understanding that it had intervened to marshal 
:e the Russian assets in this country, to liquidate them and promptly to arrange 
2 for their distribution to those claimants whose rights had been so interrupted. 


h By all standards of justice and fairdealing the Government is committed to this 
course. as to these claims. 


e : joys : ? Re 

n With regard to the administration of these claims, I think that a much faster, 
n cheaper, and more efficient job could be done under the provisions of either the 
e Keogh or the Kearney bills—which are practically identical except as to phrase- 


6logy—than under title TV of the committee print. Speaking from some little 
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experience, I would say that because of the nature of these claims and the 
priorities established, these claims could be adjudicated very speedily and cheaply 
if the job is undertaken by a small, efficient, compact group whose entire attention 
would be directed to a swift completion of this task and none other. 

The nature of the claims which would be paid is such that their administration 
is more a matter of calculation and computation than a matter of adjudication. 
I am reliably informed that the size of the fund is such that only preferred 
claimants—those in the first category—could expect to be compensated. This 
first or preferred category of claimant consists of those whose claims were 
secured by judgment lien or warrant of attachment, and thus the claims and 
amounts due are already fully established and in this sense adjudicated. All 
that remains, for all practical purposes, is for a small, compact, single-purposed 
staff to calculate the division of the fund and make the awards. 

If I were to make any concrete suggestion with regard to the most efficient 
administration of these claims, it would be that the Commissioner to be appointed 
under the Keogh bill be instructed to work with, but not under, the State Depart- 
ment, a division of which has had these claims in its possession for a very long 
time and whose personnel are more fully conversant with them than any other 
agency in the Government. There is good precedent for this suggestion. It 
was provided in section 2 (b) of the War Claims Act of 1948, that— 

“Oflicers and employees of any other department or agency of the Govern- 
ment may, with the consent of the head of such department or agency, be 
assigned to assist the Commission in carrying out its functions. The Commis- 
sion may, with the consent of the head of any other department or agency of 
the Government, utilize the facilities and services of such department or agency 
in carrying out the functions of the Commission.” 

By utilizing some such technique as this the knowledge of the people who 
have been working on these claims for many years will be quickly utilized without 
the necessity of adding new adjudicators to the staff of some other Commission. 
It most probably would also be found that it would not even be necessary to 
move the files from their present positions, with consequent savings in time, 
office space, and offive equipment, ete. Thus by utilizing, on a part-time and 
interim basis, the most knowledgeable personnel who are already on the pay- 
roll—but which work would be under the direction of an independent commission 
as is provided in the Keogh bill—a quick, inexpensive, and efficient job could 
be done, and without involving the State Department in nonpolicymaking tasks 
which are not its liking. 

To summarize on this aspect of the matter, I would respectfully say, that in 
my view either the Keogh or the Kearney bill should have the early favorable 
consideration of this committee. 

Thank you, Mr. Chairman. 


Mr. Wiener. I will make a few short remarks. 

Chairman Ricuarps. Will you proceed, please. 

Mr. Wiener. I will say I am in general agreement with the pur- 
poses of the legislation now under consideration, and that the War 
Claims Commission in its Report and Recommendations to the Con- 
gress so recommended. We made that recommendation on the ba- 
sis that the legislation with regard to Bulgaria, Rumania, Hungary 
and the claims with regard to Italy arising out of the Lombardo 
Agreement would be a part of an overall settlement of all claims 
arising out of World War IT rather than a separate bit of legisla- 
tion on what might be called a piecemeal basis. 

My statement will show that there are a number of points in titles 
I, If. and III of the committee print which in my view require 
considerable further study, considerable further analysis. and thought. 

My statement suggests that perhaps these first three titles are not yet 
ready for legislation. 

With regard to title TV, the so-called Litvinov claim, the situation is 
somewhat different. While the claims considered in titles I, IT, and 
IIT may be clearly classified as war claims or war damage legislation 
arising out of World War II, the claims under title IV, or under 
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the Keogh or Kearney bills, are not war claims legislation. These 
claims do not arise out of World War IT and should not be viewed or 
considered as part of that overall picture. They antedate that war 
by a very long period. 

All parties concerned are and have been fully agreed on the matter 
of these claims for many years. Their settlement has only been 
awaiting the completion of the liquidation of the assets by the Depart- 
ment of Justice. Had the United States Government not intervened 
in the matter, I think these claims would have been settled long ago 
by processes in the State courts. Although the right of the United 
States to intervene and control the matter was tested and upheld in the 
Supreme Court in the case of United States v. Pink, I think it must 
now be concluded, now that all the facts are in, that its intervention 
has resulted in serious delay and an injustice to the claimants. 

In previous testimony before this committee it has been said that 
legislation making provision for the payment of war claims is an act 
of grace on the part of the Congress. If such is the rule, and in my 
view it is not a rule of general application, I would say that in these 
circumstances it should have no application to these claims against 
the Litvinov Assignment funds. 

As is fully known to this committee, these claims were the sub- 
ject of litigation in the State courts. When the Federal Government 
stepped into the picture and took control of the unliquidated assets, 
it did so on its unequivocal assertion and on the clear understanding 
that it had intervened to marshal the Russian assets in this country 
to liquidate them, and then promptly to arrange for their distribu- 
tion to those claimants whose rights had been so interrupted. 

By all standards of justice and fair dealing it seems to me that the 
Government is committed to this course as to these claims. 

With regard to the administration of these claims, I think that a 
much faster, cheaper, and more efficient job could be done under the 
provisions of either the Keogh or the Kearney bill, which are prac- 
tically identical, except certain matters of phraseolgy, than under 
title TV of the committee print. 

Speaking from some little experience, I would say that because of 
the nature of these claims and the priorities established, these claims 
could be adjudicated very speedily and cheaply if the job is under- 
taken by a small, efficient, compact group whose entire attention would 
be directed to the swift completion of this task. 

The nature of the claims and their payment is such that their ad- 
ministration is more a matter of calculation and computation than a 
matter of adjudication. 

I am reliably informed that the size of the fund is such that 
probably only the preferred claims, those in the first category, could 
be expected to receive any compensation, and that there most. prob- 
ably would be very little funds left over for other claimants. 

This first or preferred category of claimant consists of those whose 
claims were secured by judgment lien or warrant of attachment at 
the time the United States Government stepped in. Thus, the claims 
and amounts due are already fully established and in this sense are 
already adjudicated, 

All that remains for all practical purposes is for a small, compact, 
single-purposed staff to calculate the division of the fund and to make 
the awards, 
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If I were to make any concrete suggestion with regard to the most 
efficient administration of these claims, it would be that the Com- 
missioner to be appointed under the Keogh bill be instructed to work 
with but not under the State Department, a division of which has 
had these claims in its possession for a very long time, and whose 
personnel are perhaps more fully conversant with them than any other 
agency in the Government. There is good precedent for this sug- 
gestion. It is provided in section 2 (b) of the War Claims Act of 1948 : 

Officers and employees in any other department or agency of the Government 
may with the consent of the head of such department or agency be assigned to 
assist the Commission in carrying out its functions. The Commission may with 
the consent of the head of any other department or agency of the Government 
utilize the facilities and services of such department or agency in carrying out 
the functions of the Commission. 

By utilizing some such technique as this the knowledge of the 
people who have been working on these claims for many years will be 
quickly utilized without the necessity of adding new adjudicators to 
the staff of some other commission. It most probably would also be 
found that it would not even be necessary to move the files from the 
present positions, with consequent savings in time, office space, office 
equipment, and so forth. 

Thus, by utilizing on a part-time and interim basis the most know]- 
edgeable personnel who.are already on the payroll, which work would 
be done under the direction of an independent commissioner, as is 
provided in the Keogh bill, a quick, inexpensive, and efficient job could 
be done, and without involving the State Department in nonpolicy- 
making tasks, which I understand are not to its liking. 

To summarize on this aspect of the matter, Mr. Chairman, I would 
respectfully say that in my view either the Keogh or Kearney bill 
should have the early favorable consideration of this committee. 
Thank you, Mr. Chairman. 

Chairman Ricuarps. Are there any questions? Thank you, sir. 

Mr. Nicholas R. Doman will be the next witness. Mr. Doman, will 
you tell the committee in what capacity you have come and your back- 
ground ¢ 


STATEMENT OF NICHOLAS R. DOMAN, ATTORNEY, OF SMITH, 
SARGENT, DOMAN & GRANT, NEW YORE, N. Y. 


Mr. Doman. Mr. Chairman and members of the committee, my name 
is Nicholas R. Doman. I am an attorney practicing in the District of 
Columbia and in New York. I don’t appear here as counsel of any 
particular individual or corporation. My sole desire is to add a few 
comments which may be considered by the committee in putting the 
draft bill in final shape. 

In addition to being a practicing attorney I have written extensively 
on this very subject, dealing with nationalization, compensation, war 
damage, and taking of property behind the Iron Curtain. I also used 
to be on the faculty of the University of Chicago and the College of 
William and Mary. 

Chairman Ricuarps. Mr. Doman, have you a prepared statement ? 
Do you wish to read it or put it in the record and make some remarks 
in connection with it? 

Mr. Doman. Yes, Mr. Richards. 
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Chairman Ricwarps. Do you wish to read your prepared statement? 

Mr. Doman. No; I would like to put it in the record. 

Chairman Ricnarps. Without objection, Mr. Doman’s prepared 
statement will be placed in the record at this point. 

(The statement referred to is as follows :) 


STATEMENT OF NICHOLAS R. DOMAN 


Mr. Chairman and gentlemen of the committee, my name is Nicholas R. Doman. 
I am an attorney practicing in the District of Columbia and in New York, and a 
member of the law firm of Smith, Sargent, Doman & Grant. In my capacity asa 
practicing lawyer, specializing in international matters, as a writer on interna- 
tional law, particularly on nationalization and foreign claims, and as a former 
teacher of international law, I am very much interested in the draft bill dealing 
with the proposed amendments to the International Claims Settlement Act of 
1949, particularly insofar as the Bulgarian, Hungarian, and Rumanian funds are 
concerned, I do not appear here as counsel on behalf of a particular individual 
or corporation. My sole desire is to add my few comments so that they may be 
considered by this committee in putting the draft bill in final shape and form. 

This type of legislation, and its interpretation in the form of decisions to be 
issued by the administrative agency in charge of it, would have a vital effect om 
future treatment of foreign claims. In addition, the great interest with which 
the outside world follows all American legislation pertaining to international 
law and settlement of foreign claims, justifies a thorough and painstaking 
approach to the proposed legislation. 

The experienced drafters of this draft bill have come up with a thorough and 
learned piece of work. Perhaps as officers in the executive departinent they did 
not feel that it was incumbent upon them to reconcile the overall policies of this 
Government with this particular piece of legislative proposal. As we all know, 
title II of the draft bill intends to provide relief to three categories of persons; 
among them are persons who lost their property because of nationalization or 
other form of confiscatory taking in Bulgaria, Hungary, and Rumania. Accord- 
ing to the draft bill the only persons eligible to receive compensation for 
nationalization are nationals of the United States. Strangely, dealing with debt 
claims, the eligibility is not restricted to citizens of the United States, it includes 
specifically “natural persons who are and have been continuously since December 
7, 1941, residents of the United States.” 

The Foreign Claims Settlement Commission of the United States in dealing 
with the Yugoslav Claims Settlement Agreement claims to have applied inter- 
national law to determine the eligibility of the claimants. The Commission in 
practice restricted the circle of eligibles to those who continued to have United 
States nationality from the date of nationalization or other taking until the date 
of the award. 

The Foreign Claims Settlement Commission in its decision in the matter of 
the claim of Jerko Bokovich (Doc. No. Y-1757, Decision No. 857) cited various 
respected authorities as to what classes of persons are eligible for the purposes 
of claim settlement agreements. Who is a national of the United States at 
the date of taking must be determined not only on the basis of American inter- 
pretation of international law but pursuant to the interpretation of the appli- 
cable foreign legislation, or judicial or administrative act, by which the prop- 
erty of the claimant was taken. Because of the dubious and insidious tech- 
niques adopted by the rulers of the confiscating countries it was often difficult 
for the members of the Commission to determine the date of taking and there- 
fore to draw the circle of those who were eligible to receive compensation. 
Even a commission composed of seasoned judges with a lifetime of practice 
and study in the labyrinth of foreign law and international judicial practice 
would have had a serious task in charting a course within the framework of 
such legislation as the original International Claims Settlement Act of 1949. 

There are many who feel that this Congress should assume the responsibility 
of defining the eligible claimants in no uncertain terms and thereby avoid sueh 
a flood of litigations as followed in the wake of the decisions of the Commission 
which terminated one phase of its activities on December 31, 1954. 

Let us consider now whether it is in the interest of the policy espoused by 
this Government to exclude those stateless persons domiciled or residing in 
the United States who were deprived of their Hungarian, Rumanian, or Bul- 
garian nationality because of their pro-American activities and because of 
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having established their domicile in the United States. These persons are not 
the same kind of persons who try to sit on two horses, who are citizens of the 
country from where they emigrated although they are technically residents of 
the United States. Under the Commission’s interpretation of international law, 
these persons would be ineligible for compensation, even though the proposed 
legislation before us is not the legislative ratification of an international settle- 
ment agreement but on the contrary a unilateral relief measure to compensate 
those within our jurisdiction and on our shores who suffered because of the 
arbitrary deprivation of their property. 

In the scholarly treatise of Jackson H. Ralston entitled “The Law and Pro- 
cedure of International Tribunals” the whole subject of eligibility for compen- 
sation, insofar as it relates to nationality and domicile, is fully treated in pages 
160 to 190. Mr. Ralston, in the same way as the late Professor Borchard in his 
book entitled “The Diplomatic Protection of Citizens Abroad,” deals with the 
protection which the state owes its nationals in enforcing their rights when 
representing them with regard to foreign governments. The international law 
formulated and interpreted by these eminent writers is, however, applicable 
solely to foreign settlement negotiations and agreements. 

Mr. Chairman and gentlemen of the committee, the proposed legislation before 
us is not the aftermath of a settlement agreement with a foreign power, at 
least so far as it relates to the proposed compensation on account of nationaliza- 
tion or other taking. It is an independent American bill, it is a domestic bill. 
It is essentially a relief measure in the interest of those who can look only to 
the United States for protection. 

Hungary, Rumania, and Bulgaria enacted special legislation to deprive many 
persons residing in the United States of their original nationality, and in addition 
all their property was confiscated. The property of these stateless persons was 
not nationalized in the framework of the general legislation of the foreign con- 
fiscatory powers. Some of these stateless persons have since become citizens of 
the United States while others are on the way of becoming such citizens. They 
are not mere residents who may or may not be citizens of another country and 
who may return to the land they came from or migrate to another foreign state. 
These persons were singled out for discriminatory treatment behind the Iron 
Curtain because of their presence in this country. 

To exclude these persons from the benefits of the proposed legislation, so far as 
compensation for nationalization is concerned, would hardly be in harmony with 
the good intentions which we have proclaimed so many times. Shall we disregard 
those who have heeded our call and who were deprived of their citizenship and 
of their property by Bulgarian, Hungarian, and/or Rumanian law? 

I respectfully suggest that section 217 of the proposed bill be amended to 
include in addition to nationals of the United States “persons who prior to the 
effective date of this Act have been permanent residents of the United States 
and who have no citizenship or nationality, at the effective day of the Act, 
having been deprived of their former citizenship by Bulgaria, Hungary, and 
Rumania, as the case may be, by special law or decree at the time they were 
physically in the United States.” 

The doctrine of assimilating certain noncitizens of the United States to citizens 
is already incorporated in our statutes. When Congress amended the Trading 
With the Enemy Act, in 1946, it added section 32 (of title 50 U. S. Code, ap 
pendix) which deals with return of property. That section in its subdivisions 
(C) and (D) extends the privilege of return of property to noncitizen persecutees. 

Our selective service legislation and our law dealing with the liability for 
military training and service (title 50 U. S. Code, appendix, sec. 454) applies not 
only to male citizens of the United States but also to “every male alien admitted 
for permanent residence, who is between the ages of 18 years and 6 months and 
26 years.” Neither does our general tax legislation make any distinction between 
citizens of the United States residing in the United States and permanent 
residents. 

In debating the original International Claims Settlement Act of 1949, the Senate 
Committee on Foreign Relations approved an amendment (which was also 
adopted by the Senate) recommending the inclusion and protection of residents 
in future international settlements. Former Congressman Lodge, now Ambas- 
sador to Spain (Congressional Record Mar. 7, 1950, pp. 3011-8012), also favored 
the inclusion in future settlements of persons who fled from persecution and 
who declared their intention to become American citizens. Even the draft bill, 
before us, insofar as debt claims are concerned, extends relief to natural persons 
who have been residents since December 7, 1941. 
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If permanent residents or persecutees are in the same category as citizens as 
to military service, taxation, and the cited clause of the Trading With the Enemy 
Act, why should they be discriminated against when they are those who lost 
the most at the hands of the three governments, whose property is the subject 
of the proposed legislation before this committee? 

As one who for about 20 years has been teaching, writing on, and working for, 
international law, for a more effective law in the relationship between nations, 
I have to suggest that the international law that may be applicable to settlements 
between governments should not be permitted to determine the eligibility of claim- 
ants in a domestic piece of legislation. Instead, the standards of eligibility 
should be clearly defined by Congress on the basis of equity, fairness, our legis- 
lative history and the overall foreign policy in the form of an appropriate amend- 
ment to the proposed section 217. 

Chairman Ricuarps. We will hear him further in connection with 
his statement. Were you the editor of a book entitled “Thesis on 
Post-War Nationalization of Foreign Property”? 

Mr. Doman. Yes, sir. 

Chairman Ricwarps. Did you do that individually or as a repre- 
sentative of a university ? 

Mr. Doman. I did it individually, as a private scholar. 

Chairman Ricuarps. Proceed, sir. 

Mr. Doman. I would like to direct my remarks to title II of the 
proposed bill. It seems to be perhaps the most controversial of the 
prospective titles. 

While I am in favor of the general principles of the bill, I am very 
much disturbed about section 202, in title I1, which intends to con- 
fiscate private property, except private property directly owned by 
natural persons. The proposed bill sets up another distinction be- 
tween private property owned by natural persons and publicly owned 
property by governments or by corporations. This is an entirely new 
concept in our system of law. 

If the proposed bill is not amended, it would set, in my opinion, a 
very dangerous precedent. The Communist governments have con- 
sistently regarded corporate property as not being owned by indi- 
viduals, and for the very same reason the governments of the var- 
ious Iron Curtain countries have proceeded to confiscate corporate 
property, which means the equity ownership of individuals in cor- 
porations whether or not these corporations were family corporations 
or publicly held corporations. 

There are many American citizens and residents who would suffer 
greatly if private property held in the name of Rumanian, Hungarian, 
and Bulgarian corporations were to be vested under this bill, and 
be used to be distributed among other American citizens. For in- 
stance, one American corporation owns 99 percent of the stock of a 
Rumanian corporation, but under the present version of the Trading 
With the Enemy Act the American corporation cannot obtain the 
return of its property. Bills to change this inequity are pending 
before the Judiciary Committee of the Senate and before the Inter- 
state and Foreign Commerce Committee of the House. 

The proposed effect of this bill would be, so far as section 202 is 
concerned, to preclude forever the American corporation from ob- 
taining the property which was vested under the Trading With the 
Enemy Act. 

{ don’t think that this committee would intend to go so far as to 
confiscate property owned by American corporations or individuals 
through the vehicle of foreign corporations. 
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In addition to section 202 I find that section 217 also would need 
some amendments; 217 deals with the eligibility of claimants as far 
as nationality is concerned. In order to defimie eligibility the pro- 
posed bill goes back to international law and states that international 
law should be the basis, the yardstick to determine who is eligible to 
receive compensation out of the various funds to be established under 
the proposed legislation. 

Mr. Chairman, international law should not be consulted in this re- 
spect. This is American domestic legislation. This legislation is 
not the product of an international agreement such as the Yugoslav 
Compensation International Settlement Act was, which grew out of 
the American- Yugoslav Settlement Agreement of July 19,1948. This 
title II has no source in international law, and title II, if it is en- 
acted, will be enacted not with the consent of the various foreign gov- 
ernments, that means Hungary, Rumania and Bulgaria, but in spite 
of their opposition. 

The proposed bill limits eligibility to those who are American 
citizens at the time their claim arose. There are many persons in the 
United States now who are American citizens now but who were not 
American citizens between 1945 and 1949, when the bulk of the na- 
tionalization and confiscation occurred. 

Many of the people whose property was taken by the Communist 
Government came here to this country on a specific invitation of this 
Government, and their property was taken by specific law of Rumania, 
Hungary and Bulgaria, because they were working in the United 
States for the United States and they refused to return behind the 
Iron Curtain. These people lost not only their property behind the 
Iron Curtain but they also lost their nationality. 

There are not many people in this category, probably not more 
than 100. Their names are listed in the various special laws, bills 
of attainders, passed by the governments of Rumania, Hungary, and 
Bulgaria. These people have no double nationality. There is no 
question as to whom they owe their allegiance. They were stateless 
at the time their property was taken between 1945 and 1949. Since 
then almost all of them became American citizens. They have no one 
to look to for protection. 

There is no international law which would say that persons in their 
capacity would have to forgo protection from the country to which 
they owe allegiance, and of which they became citizens prior to the en- 
actment of a bill such as this one. 

For this reason, I respectfully suggest that section 217 be amended, 
and I have a suggested text which I would like to read. 

Mr. LeComrre. Would the gentleman care to yield right there for 
a question ? 

Mr. Doman. Certainly, Mr. LeCompte. 

Mr. LeCompte. Doesn’t line 5 on page 2 of the draft bill take care 
of the ones you are speaking of ? 

Mr. Doman. It would take care of it, but the Foreign Claims Settle- 
ment Commission has given its own interpretation as to what is inter- 
national law. According to the Foreign Claims Settlement Commis- 
sion, as is evidenced in the decision in the Yugoslav cases, American 
citizens who were not citizens at the time when the foreign government 
chose to enact a confiscation law are ineligible, and Mr. Clay stated 
so when he testified here on March 30. j 
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Mr. LeCompre. The bill says, “Nationals” to include “persons who, 
though not citizens of the United States, owe permanent allegiance 
to the United States.” 

Mr. Doman. This is apparently too vague for the Commission. It 
is not too vague for me. But the Commission interprets this to mean 
that stateless persons are not included in this definition, which is (B) 
under subdivision 5 of section 201. 

Mr. LeComrere. That doesn’t take care of the ones you were speak- 
ing of ? 

Mr. Doman. It doesn’t, unfortunately, in the interpretation of the 
executive agencies. That is why it would be very desirable for this 
committee to compel the Commission to use a legislative interpreta- 
tion of eligibility and not to leave the determination of eligibility to 
that vague concept of international law. 

I used to teach international law, but I can say in spite of that that 
international law has nothing whatsoever to do with this domestic 
muncipal legislation. 

Mr. LeComere. Thank you, sir. 

Mr. Doman. Section 217 could be amended to read as follows 

Chairman Ricuarps. What page is that? 

Mr. Doman. That is page 27. Iam referring to section 217, and in 
addition to “nationals of the United States,” the following language 
could be used: 





Persons who prior to the effective date of this Act have been permanent resi- 
dents of the United States and who have no citizenship or nationality at the 
effective date of the Act, having been deprived of their former citizenship by 
Bulgaria, Hungary, and Rumania, as the case may be, by special law or decree 
at the time they were physically in the United States. 

Chairman Ricnarps. You say “permanent residents’? Did you 
use the word “permanent” there ? 

Mr. Doman. I used the words “permanent residents.” 

Chairman Ricuarps. Couldn’t the Commission construe that un- 
favorably to your purpose just as well as they could adversely con- 
strue the other language ? 

Mr. Doman. “Permanent residents” is a statutory term defined in 
the Immigration and Nationality Act of 1952. But as to who owes 
allegiance to the United States has been construed by the Foreign 
Claims Settlement Commission time after time, and Mr. McGuire, 
who is here, will bear me out, not to include persons who are citizens 
today but who were stateless or only permanent residents at the time 
the foreign government chose to confiscate their property, because 
they were working for the United States and in the United States. 

I also would like to add that there is nothing novel in including 
people in this category in legislation such as this. Our selective serv- 
ice law extends not only to citizens but also to every male alien ad- 
mitted for permanent residence who is between the ages of 18 years 
6 months and 26 years. Our tax law does not make any distinction 
between permanent residents and citizens. Even the Trading With 
the Enemy Act extends the privilege of return of property to non- 
citizen persecutees under section 32 of the Trading With the Enemy 
Act. 

For this reason, there is, in my opinion, ample legislative precedent 
to extend the term “citizenship and allegiance” to include those who 
should be protected. Thank you, Mr. Chairman. 

60601—55——_10 

















140 FOREIGN CLAIMS SETTLEMENT COMMISSION 


Chairman Ricuarps. Are there any questions? Thank you, sir. 
Mr. George Spiegelberg. You have been before us previously, have 
you not? 


STATEMENT OF GEORGE A. SPIEGELBERG, ATTORNEY, OF RIEGEL- 
MAN, STRASSER & SPIEGELBERG, NEW YORK, N. Y. 


Mr. Sprecetserc. Yes; I was here 10 years ago and 12 years ago on 
the extension of the Lend-Lease Act when I was in uniform. 

Chairman Ricuarps. Were you here on another occasion ? 

Mr. Spreceitperc. I was here twice, 1943 and 1945. 

Chairman Ricwarps. Have you a prepared statement ? 

Mr. Sprecerserc. I have not prepared a statement, Mr. Richards, 
but I would like an opportunity to submit one after I have made a 
few surgestions, which I hope the committee will hear. 

Chairman RicHarps. Without objection, it is so ordered. 

Will you please proceed. Will you give your background, first ? 

Mr. SrrecetBerc. I am a New York lawyer, a member of the firm 
of Riegelman, Strasser & Spiegelberg. I am also a professor of law 
at New York University Law School. I am here on behalf of clients 
of the firm, claimants against the satellite countries and the fund 
established to pay or in part pay some of those claims. 

I would like to suggest, Mr. Chairman, two amendments to the 
pending bill, which I shall briefly discuss, and one addition. 

The first amendment deals with the section that Mr. Doman has 
already mentioned, section 202 (a), but I would like to attack it from 
a different angle. According to the best available figures there will 
be available in the funds apparently about $6,400,000 of Hungarian 
funds, $24,800,000 of Rumanian funds, and $3,300,000 of Bulgarian 
funds, 

As presently drawn, section 202 (a), as Mr. Doman has said, excludes 
the property of natural persons, citizens of those satellite countries 
from the fund. The effect would be small practically as far as 

tumania and Bulgaria are concerned, amounting only to 10 percent 
at most. As far as Hungarian claims are concerned, the amendment 
would be practically disastrous for the reason that by chance the 
Hungarian fund would be reduced from $6,400,000 to $3, 400 000 if you 
exclude the property of natural persons. 

Mr. Doman has pointed out the danger from an international law 

viewpoint. I would like to point out the inequity as far as American 
citizens are concerned. 

The precedent for taking the property of enemy natural persons is 
well established in this country. It first became a part of our law in 
the German War Claims Act of 1928, which was Public Law 122 of 
the 70th Congress. It was reiterated in the Paris Reparation Agree- 
ment of 1946, which was signed by 18 nations, including the United 
States. 

I understand the argument against the taking of natural persons’ 
property is an argument based upon the belief that it is basically un- 
fair to make the private citizens of enemy countries in any way pay 
for the misdeeds of their government. That such a taking has prece- 
dent, I think I have already shown, and that it is in order, i in accord- 
ance with our treaties with Hungary, Rumania, and Bulgaria, there 
can be no question since it is specifically provided therein, that the 
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property of citizens of those countries in this country shall be im- 
pounded and shall be used to pay the claims of Americans. 

Quite aside from the legal justification, Mr. Chairman, there is a 
very practical reason why we should not exclude the property of pri- 
vate citizens in this case. 

Assuming there is a moral argument against the taking of such 
property, if it has no practical benefit, what earthly reason is there 
for upholding the moral argument? Presumably we would uphold 
such an argument on the basis that the citizen in question would have 
the property returned, and, indeed, in the treaties it is provided that 
Hungary, Rumania, and Bulgaria will compensate their citizens who 
have lost any property under the treaty. 

If we in this country set apart the property of these natural persons, 
we know that in the first place it is the policy of the United States not 
to pay to the citizens of Iron Curtain countries for the simple reason 
that they would never get it. What we have here is the creation of an 
administrative problem to hold these funds aside indefinitely, until 
such time as we again enjoy friendly relations with satellite countries. 
We know perfectly well that under the Communist system this private 
property will never go to the citizens of those countries but will be- 
come property of the state. 

Again, practically, and again with respect to Hungary, prior to the 
signing of the peace treaty we returned, as a gesture of good will, 
$40 million in gold to the Hungarian Government. We permitted the 
repatriation to Hungary of the property which the Germans had re- 
moved, which has been estimated as being of about $60 million in value. 
We interrupted that, it is true, in order to secure the release of Mr. 
Vogeler. But that having been done, the policy continued of re- 
turning these assets. 

I, Mr. Chairman, will ask leave to submit a letter from Mr. Wal- 
worth Barbour of the State Department to Mr. Ben Blumenthal, one 
of our clients, in which he affirms what I have just stated with respect 
to the return of property to Hungary. 

Chairman Ricuarps. Without objection, that letter will be placed in 
the record. 

(The letter referred to is as follows :) 


DEPARTMENT OF STATE, 


Washington, May 8, 1953. 
Mr. BEN BLUMENTHAL, 


New York, N. Y. 

My DEAR Mr. BLUMENTHAL: Reference is made to your letter of April 11, 1953, 
to Mr. O’Connor with further regard to your claims against the Hungarian Gov- 
ernment arising out of war damage and measures of nationalization. 

The restitution of monetary gold to Hungary, referred to in your letter, was 
carried out in August 1946 pursuant to United States policies then in force, which 
looked toward the stabilization and rehabilitation of the Hungarian economy as a 
means of strengthening anti-Communist forces within Hungary and of fostering 
Hungarian national independence and the development of free institutions. 

All Nazi-looted property restituted to Hungary from the United States zone of 
Germany after September 15, 1947, the date on which the treaty of peace entered 
into force, was property which came within the terms of article 30 of the treaty. 
The pertinent portions of that article are as follows: 

“1. From the coming into force of the present treaty, property in Germany of 
Hungary and of Hungarian nationals shall no longer be treated as enemy prop- 
erty and all restrictions based on such treatment shall be removed. 

“2. Identifiable property of Hungary and of Hungarian nationals removed by 
force or duress from Hungarian territory to Germany by German forces or 
authorities after January 20, 1945, shall be eligible for restitution. 








142 FOREIGN CLAIMS SETTLEMENT COMMISSION 


“3. The restoration and restitution of Hungarian property in Germany shall be 
effected in accordance with measures which will be determined by the powers in 
occupation of Germany.” 

The release of Mr. Robert A. Vogeler from imprisonment in Hungary affected 
the question of restitution only to the extent that it became the occasion for the 
resumption and completion of restitution deliveries to Hungary under article 30 
of the peace treaty, which deliveries had been suspended in the spring of 1948 
upon the expulsion of the Hungarian restitution mission from the United States 
zone of Germany. Property returned to Hungary following Mr. Vogeler’s release 
consisted only of the remainder of Hungarian goods which previously had been 
found eligible for restitution and was of relatively small value. 

It is assumed, in regard to your statement that “during the past 7 years our 
Government permitted the banks to pay Hungarian nationals monthly amounts 
which have considerably depleted the blocked Hungarian assets here,” that you 
are referring to General Licenses 32 and 32A which permitted the transfer of up 
to $250 per month from each blocked account for the living expenses of the 
owner of such account. General License 382A was revoked on February 24, 1950. 
Since that time only persons resident outside of countries of the Soviet orbit are 
permitted to receive remittances from blocked assets. 

These monthly payments were made only out of privately owned assets of 
nationals of Hungary, Bulgaria, and Rumania, were authorized for the purpose 
of enabling the owner to meet his living expenses and were limited in amount. 
Although it is true that the total of privately owned blocked Hungarian assets 
has been substantially reduced, this depletion has resulted not only from these 
monthly payments but also from the operation of Public Law 671 which pro- 
vided for the return of blocked property to owners who were United Nations 
nationals or who had been subject to political, religious, or racial persecution dur- 
ing World War II. Neither of these provisions, however, affected the total of 
blocked assets owned by the Hungarian Government, which remained intact 
except insofar as reduced by return of those categories of property specified in 
article 29 (5) of the treaty of peace. 

It is noted that you feel the United States Government, in making the monthly 
payments referred to above, “has paid out moneys which rightfully belong to 
American claimants.” As you know article 29 (1) of the treaty of peace stipu- 
lates certain conditions under which the United States may seize Hungarian 
blocked assets. Although the language of this provision limits the amount which 
may be seized to the amount of the claims of the United States and United States 
nationals against Hungary, the purposes to which the United States may apply 
these assets do not appear to be so limited. It is also clear under accepted prece- 
dents of international law that there is no obligation upon the United States 
Government to apply blocked assets to the payment of American claimants. 

Nevertheless, you will recall from previous correspondence that the Department 
of State has been concerned at the failure of the Hungarian Government to 
honor its claims obligations to American claimants. Accordingly, the Depart- 
ment at present is recommending legislation which looks to the seizure of cer- 
tain categories of these blocked assets and their application for the benefit of 
American claimants. However, decision on the purposes to which the assets, 
if seized, will be applied rests with the Congress. 

Your concern in this matter is fully understood and it is hoped that you will 
find the foregoing information helpful. 

Sincerely yours, 
WALWorRTH BARgBour, 
Director, Office of Eastern European Affairs. 

Mr. Sprecerberc. Thank you, Mr. Chairman. Now, it is suggested 
that we further discriminate against American citizens by cutting 
the Hungarian fund in half. I submit to the members of this com- 
mittee that that will result in further injustice without any benefit 
whatsoever to the former owners of this property. 

I respectfully submit that section 202 (a) should be amended and, 
Mr. Chairman, with your permission I will shortly submit appro- 
priate language to effect the amendment, which will wipe out the 
distinction between the property of natural persons and other prop- 
erty. 











sS 


pth beer 


<i anon ee 


Base a 2 se 





. 


FOREIGN CLAIMS SETTLEMENT COMMISSION 143 


Chairman Ricuarps. We will be glad to have your proposed amend- 
ment and print it in the record. 
(The following material has been supplied for the record :) 


MEMORANDUM ON COMMITTEE PRINT OF A BILL TO AMEND THE INTERNATIONAL 
CLAIMS SETTLEMENT AcT OF 1949, SUBMITTED BY GEORGE A. SPIEGELBERG, NEW 
YorkK CITY 

BACKGROUND 


The purpose of title II of this bill is to marshal certain assets of the Soviet 
satellite countries of Hungary, Rumania, and Bulgaria for the purpose of using 
them to compensate American citizens who have claims against these coun- 
tries. These claims arise out of war damage sustained by American property 
in the satellite countries during World War II and postwar losses resulting 
from the confiscation of American assets by the Communist puppet govern- 
ments. 

It is submitted that unless certain amendments are made in the bill, the 
ultimate awards under title II will come as a bitter disappointment to many 
American claimants, who have been waiting for up to 10 years to be compen- 
sated for their substantial losses. 

Presently available data indicates that the assets of the satellite countries 
and their nationals which are blocked or vested in the United States are valued 
as follows: 1? 


SS be Oe! © eee ne Cee es a tie $3, 320, 199 
CO 5 en et eae _. 6,412, 644 
mUMANIO. . sedi ee ae ae Saree 24, 952, 410 


As will be shown below, these amounts would, under the terms of the peace 
treaties with the countries in question, be available for the compensation of 
American claimants against the respective countries. However, the proposed 
bill fails to make the entire sums available for the satisfaction of American 
claimants. Under its provisions the amounts available to claimants would be 
reduced to the following by exempting the assets of natural persons: 2 


Rem ns ___ $2, 900, 000 
euemants Ahewe ss ee i 7 3. 400, 000 
A Es CR ee) rie ___. 22, 400, 000 


It is difficult to ascertain at this time how large the awards will be which will 
be allowed against these assets. However, it is quite clear that the awards 
will be substantially in excess even of the total available amounts, to say nothing 
of the reduced sums made available by the draft bill. Some inkling of the po- 
tential size of these awards can be gotten from a tabulation of the results of 
the 1943 Treasury Department census of American property abroad. The totals, 
excluding most assets under $10,000, contractual debts, jewelry, art objects, and 
certain other classes of assets, are as follows: * 


ies oi is 6 ee ee ks _... $8, 200, 000 
ee et ee ere eee I ad 37, 200, 000 
en os See a es ee te. SE ___ 58, 200, 000 


Practically all of these assets can be presumed to have been lost. Therefore, 
as can be seen, recoveries of 35 to 40 percent for Bulgarian and Rumanian claim- 
ants and of less than 10 percent for Hungarian claimants are a distinct possi- 
bility unless the pending bill is amended. 

The purpose of the remainder of this memorandum is to propose four amend- 
ments designed to make it possible for the bulk of American claimants to receive 
some reasonable partial compensation for their losses rather than the token 
awards which the present draft envisages, particularly for those who claim 
against the Hungarian fund. 


SUMMARY OF PROPOSED AMENDMENTS 


(1) The first amendment proposed herewith would make it possible to utilize 
all the funds to which American claimants would be entitled under the peace 
treaties for the satisfaction of their claims, rather than holding a portion for 





1 Taken from War Claims prises ae of World War II, H. Doc. 67, 83d Cong., p. 156. 
2 1a 165 from H. Doc. 67, p. 
3Td., 165. 
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ultimate return to ex-enemy nationals. These assets have been specifically re- 
leased by the Satellite countries for the satisfaction of American claimants. The 
interests of these American citizen claimants, who have expected compensation 
under the terms of the treaties, should be given priority over the interests of 
ex-enemy nationals. 

(2) Claims are expected to exceed available funds by a substantial margin, 
due to the fact that a few large corporations will be in a position to file claims 
for many millions of dollars. This mere handful of claims will preempt most 
of the claims funds. Under the proposed bill protection against such preemption 
is accorded to very small claims. A second amendment, which is proposed by 
this memorandum, would accord some protection to medium-sized claims by pro- 
viding that a claim of less than $1 million be accorded a second preference. 

(3) Large corporate claimants have, in all likelihood, recouped substantial 
parts of their losses by writing them off for income tax purposes. It would 
clearly not be equitable to have them participate on the same basis at less 
fortunate claimants, whose income has been too small to permit a writing off 
of losses. A third amendment is, therefore, proposed to disqualify any claim 
which involves a loss that has already been written off for income-tax purposes. 

(4) Money paid into the claims fund will be available for use by the Treasury 
Department for a minimum of 4 years, possibly longer. As the funds now avail- 
able cannot possibly pay off all claims, it would be fair and equitable to permit 
the money in the claims funds to earn interest. That would be the purpose of 
the fourth amendment. 


ANALYSIS OF PROPOSED AMENDMENTS 
I. Size of the claims funds 


As indicated above, the peace treaties with the satellite countries provided that 
all their assets, both public and private, located in allied countries may be 
seized by these countries and used to satisfy the claims of their nationals. Only 
the excess of assets over claims, if any, had to be returned. Thus, article 29 
of the treaty with Hungary (61 Stat. 2125) provided: 

“1. Each of the Allied and Associated Powers shall have the right to seize, 
retain, liquidate or take any other action with respect to all property, rights 
and interests which at the coming into force of the present Treaty are within its 
territory and belong to Hungary or to Hungarian nationals, and to apply such 
property or the proceeds thereof to such purposes as it may desire, within the 
limits of its claims and those of its nationals against Hungary or Hungarian 
nationals, including debts, other than claims fully satisfied under other Articles 
of the present Treaty. All Hungarian property, or the proceeds thereof, in 
excess of the amount of such claims, shall be returned.” 

Identical provisions are to be found in article 27 of the Rumanian Peace 
Treaty (61 Stat. 1813) and article 25 of the Bulgarian Peace Treaty (61 
Stat. 1965). 

Paragraph 3 of each of these articles provides: 

“The [Hungarian, etc.] Government undertakes to compensate [Hungarian, 
etc.] nationals whose property is taken under this Article and not returned to 
them.” 

Thus, the United States is, under international law, fully authorized 
to utilize all blocked and vested assets of the satellite countries and their 
nationals for the benefit of American claimants. These American claimants 
have, in view of the provisions of the peace treaties, expected compensation for 
the properties lost by them out of the total of available satellite funds. The 
responsibility for compensating ex-enemy nationals who thus lose their property 
has been assumed by their respective governments. 

If the proposed bill were adopted in its present form the United States would 
not utilize its legal authority to the fullest extent for the benefit of its nationals. 
Only a portion of the available assets, those owned by governments and corpora- 
tions, would be put at the disposal of claimants. The assets of natural persons, 
however, would remain blocked, or, if already vested, would be divested and 
blocked. This committee has been informed in testimony by departmental 
witnesses that a further study will be necessary to determine what is to be done 
with these assets. 

The distinction which has been attempted to be made between corporate assets 
and assets owned by natural persons is, at best, obscure. Under American law 
corporations have the same standing as natural persons. Beyond that no rea- 
sonable justification has heen offered for withholding any of these enemy assets 
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from American claimants. Deputy Assistant Secretary of State 
testified as follows: 

“The Department of State is of the opinion that the property of natural persons 
should be excluded from the vesting program. While the United States has the 
right to seize such property, it is considered undesirable to take this action: the 
assets of natural persons are relatively small in amount and we do not wish to 
alienate the support of friendly nationals of Bulgaria, Hungary, and Rumania 
or impair their faith in the United States.” 

Thus, two reasons have been offered for keeping the assets of natural persons 
in “suspended animation”: (a) They are relatively small; (b) their confiscation 
would alienate friendly nationals. 

As has been shown above, the effect of the proposed bill will be to cut the amount 
available for the satisfaction of Hungarian claims almost in half. It is sub- 
mitted that the total amounts involved may appear relatively small from the 
point of view of the Federal Government, but the individual American claimant 
whose compensation is cut from $10,000 to $5,000 or from $50,000 to $25,000 
would certainly take a different view of the matter. To him the difference will 
be very substantial. 

Mr. Barbour’s second contention is also highly questionable. In the first place 
we have already returned substantial amounts of property to the satellite 
countries * without being able to affect their course in foreign affairs. On the 
contrary, since we returned Hungary’s monetary gold, which our troops had 
captured in Germany, and returned other substantial properties from the Amer- 
ican Zone in Germany, our relations with these countries have worsened. 

Beyond that, it is doubtful that a reaffirmation of a previous vesting order or 
a change from blocked to vested status will be very meaningful to owners of 
property who lost effective control over it 15 years ago. It is even more doubtful 
that such action would materially influence their attitude toward the United 
States. As a matter of fact, many owners might not even hear about this legis- 
lation. 

Furthermore, the alternative proposed by the pending bill is not an actual 
release of individually owned property. The bill provides merely that the 
property remain blocked. It has been stated that a further study will be made 
regarding its disposition. Even without such a study it is evident today that 
no release should be made under present world conditions to persons residing 
behind the Iron Curtain. There is no doubt that they would not be able to 
dispose of the funds freely but that they would be utilized by the Communist 
regimes. 

It is reasonable to assume that we shall not release blocked individually 
owned assets to their owners unless the Communist regimes of these countries 
are replaced or there is a material change in our relations with the Soviet 
sphere. Similarly, until such an occurrence takes place we cannot expect 
American claimants to receive compensation from the satellite countries. Thus 
neither the foreign owner nor the American claimant would in the foreseeable 
future benefit from this aspect of the present claims bill. 

If, by contrast, we make the fund in question available to American claimants, 
these claimants will derive immediate benefits from it, and will not be required 
to wait indefinitely for a most doubtful change in the international situation. 
No real loss would be sustained by the foreign owners in the interim, as they 
would not get their assets back until we reach an overall settlement with their 
governments, if they do then. At that time, of course, if the present policy of 
the State Department persists, we can insist that these Governments live up to 
their treaty obligations by compensating their nationals for their losses as a 
result of the vesting program, or we can compensate them out of general funds, 
as is proposed in the Dulles-Abs proposals with regard to claims against Ger- 
many. In the light of these arguments section 202 should be amended to strike 
che exemption from vesting of assets owned by natural persons.° 


Barbour has 





*In a letter to Mr. Ben Blumenthal of 608 Fifth Avenue, New York, N. Y., dated May 8, 
1953, Mr. Barbour stated : 

“The restitution of monetary gold to Hungary, referred to in your letter, was carried 
out in August 1946 pursuant to United States policies then in force, which looked toward 
the stabilization and rehabilitation of the Hungarian economy as a means of strengthening 
anti-Communist forces within Hungary and of fostering Hungarian national independence 
and the development of free institutions. 

“All Nazi-looted property restituted to Hungary from the United States Zone of Germany 
after September 15, 1947, the date on which the treaty of peace entered into force, was 
property which came within the terms of article 30 of the treaty.” 

5 For the text of the proposed amendment, see p. 148. 
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Il. Limitation on large claims 

Section 222 provides that after making its awards the Commission shall first 
pay all awards of $1,000 or less in full. It shall then pay $1,000 on account of 
each of the other awards. Thereafter it shall distribute the remaining funds in 
proportion to the size of the awards. Chairman Gillilland has explained this 
feature of the bill as follows: 

“It seems to us that there is much simple justice in the provisions of this 
proposed legislation. The funds are not adequate to the general relief of wealthy 
property owners. It is therefore designed, rather, to bring the greatest benefit 
to the small American property Owners who lost their small business ventures 
or other investments abroad as a result of enemy action in the war. With re- 
gard to awards under titles II and III, and also under title IV other than awards 
pursuant to section 408 (a) payment shall be made in full of principal amounts 
of awards of $1,000 or less, and in the amount of $1,000 on account of the principal 
of each award of more than $1,000. Beyond this maximum of $1,000, payments 
would be prorated on a percentage basis to stay within the limits of available 
funds. Under this system of payments, the claimant who may have suffered 
a loss of say, $100,000 or more is sure to receive no more than a nominal com- 
pensation for such loss. The small claimants who will number in the thousands, 
will in most cases be compensated at 100 percent or at least to the extent of a sub- 
stantial portion of the loss.” 

While Mr. Gillilland has stated a worthwhile objective, it is Clear that the 
present bill does not achieve it. He indicates that the bill would bring the 
sreatest benefit to persons who lost small business ventures or investments 
abroad. As he points out that a claimant who has suffered a loss of $100,000 
or more is to receive merely nominal compensation, one could easily infer that 
a claimant who has lost less than $100,000 might receive more than nominal 
compensation. Such an inference would unfortunately be incorrect, particularly 
as regards the Claimant against the Hungarian fund. Only the very small 
claimants, with awards not much above $1,000 would receive substantial com- 
pensation. Medium-sized claimants will receive only a very small percentage 
of their awards. 

Mr. Gillilland thinks that small claimants would number in the thousands. 
He may have arrived at that conclusion from his experience with the Yugoslav 
fund. But it must be remembered that the Yugoslav economy and its relation 
to the United States differed markedly from the economies of countries like 
Hungary and Rumania. There were far fewer small peasants and small property 
owners in these countries than there were in Yugoslavia, nor were naturalized 
Americans from Hungary as much inclined to return to their native country and 
make a small investment there, as was the case with regard to Yugoslavia. 
Therefore, there will be fewer small claimants and proportionately many more 
medium-sized claimants. It is this group of medium-sized claimants who will 
find that the bill in its present form dashes their last hope of receiving some 
reasonable compensation for the loss which they have sustained. 

The medium-sized claimants are not the ones who run up the very large totals 
of claims against the funds. These large totals are caused by the size of a very 
small number, perhaps less than half a dozen, of very large claims of large 
corporations. These corporations have probably already written off their losses 
for tax purposes, yet would he able to assert their claims in the full amount and 
thereby preempt large portions of the available money. Only a relatively small 
fraction would go to the small- and medium-sized claimant. 

Congress, in considering the proposed bill, will certainly not desire to pass a 
bill largely for the relief of a few giant corporations. It will undoubtedly want 
to give equitable consideration to the problems of the medium-sized as well as 
the small claimants. This it could do by following the precedent of preferred 
treatment for medium-sized claims established by the Settlement of War Claims 
Act of 1928 with regard to World War I claims against Germany and carried 
forward here, with respect to the very small claims. 

In the instant case, Mr. Gillilland’s laudable objective, as quoted above.’ could 
be achieved if the principle of priority to smaller claimants were extended further 
by paying first all amounts up to $1,000, then all amounts up to $1 million (or a 
prorated amount on each), and prorating the excess. Another way of stating 
the same principle would be to sav that if total awards exceed the available 
amount, an award in excess of $1 million will participate in the proration only to 
the extent of $1 million. If that brings the payments below the available amount, 


® See also p. 16. 
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and a 100 percent distribution up to $1 million is made, still leaving an excess, 
then the excess may be shared by the large claimants in proportion to the size 
of their remaining claims.’ 

The equitable results of this proposal can be seen from the following chart. 
It is based on figures which, even though they are rough guesses, could very 
easily reflect the actual facts with regard to the Hungarian claims fund. It 
assumes a total of 400 awards, all of $1,000 or more, amounting to $30,400,000, 
usserted against a fund of $3,400,000, or, if amendment I is adopted, against a 
fund of $6,400,000. It further assumes 2 very large awards, totaling $24 million 
us against a total of $6,400,000 for all other awards combined. 


Resultant compensation 


Under hill as With amendments 


! 
4 | 
— | With amendment I | With as maeiaaen 

















} written I and II 
Award (Oe Sah eee Is cae, pallet 9 ncxeglay h 

|} Amount Percent} Amount Percent| Amount Percent} Amount /|Percent 
$1,000. $1, 000 100 | $1, 000 100 | $1, 000 | 100 $1, 000 100 
$2,000_.. 1,100 55 | 1, 200 60 1, 375 | 69 | 1, 750 | RS 
$5,000_.__ 1, 400 28 1, 800 36 2, 500 | 50 4, 000 x() 
$1 0.000 | 1, 900 19 | 3, 800 28 4,375 | 44 7, 750 78 
$25,000... 3,400 14 | 5, 800 2B 10, 000 | 40 19, 000 76 
$50,000__. 5, 900 12 10, 800 22 | 19, 375 | 39 37, 750 76 
$100,000_ 10, 900 11 20, 800 21 38, 125 38 75, 250 os 
Sree 100, 900 10} 200, 800 20 375, 625 38 750, 250 75 
$5,000,000.........._.| 500, 900 10} 1,000, 800 20| 375, 625 8| 750,250 15 
$10,000,000... ._..- --| 1, 000, 900 10 | 2,000, 800 20 | 375, 625 4 750, 250 s 

| | 





As can thus be seen, adoption of both amendments would result in only a 
slight diminution for successful claimants in the $10 million bracket but 
would provide for substantial awards for all other classes of claimants. 


IIT, Disqualification with regard to tax writeoff 


It must also be recognized that the large corporate claimants have probably 
written off their losses for income-tax purposes. It would clearly not be equi- 
table to have these corporations participate in the claims fund in a status equal 
to that of less fortunate claimants, who may have lost a sizable portion of their 
total wealth, but do not have an income which would make it possible for them 
to charge these losses off for tax purposes. By doing so they would cut into the 
compensation allowed for claimants who did not pass their losses on to the 
United States taxpayers. The committee may, therefore, wish to consider 
amending the bill to disqualify prospective claimants to the extent to which their 
losses have been written off for income-tax purposes." 


IV. Payment of interest 


As provided in section 216 (b), 5 percent shall be deducted from each award 
to reimburse the Government for its expense in administering this act. The 
entire program is thus self-supporting and of no cost to the Government. On 
the contrary, as distribution of awards may very well be postponed for a 
number of years, the Government will, during this period, have the benefit of 
the use of money in the claims funds.’ 

Considering the fact that claims will substantially exceed the available 
funds, it would be fair and equitable if the Government paid simple interest on 
these funds for the periods in which it has the use of the money.” This would 
not be an innovation as a similar provision was contained in the Settlement of 
War Claims Act of 1928. 


7 For the text of the proposed amendment see p. 148. 

8 Vor the text of the proposed amendment see p. 148. 

® The Yugoslav claims fund has been in the hands of the Government for almost 7 years. 
Most of it is still undistributed. 

10 For the text of the proposed amendment see p. 148. 
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TEXT OF PROPOSED AMENDMENTS 


Amendment I, designed to make all blocked and vested assets of satellite 
countries and their nationals available for the satisfaction of American claims: 

Section 202 (a): On page 3, line 20, change the colon to a period. Strike all 
language beginning with “Provided” on page 3, line 20, through “Court.” on 
pave 4, line 19. 

Section 202 (b): On page 5, line 6, change the comma, after “Treasury”, to a 
period. Strike all language beginning with “except” on page 5, line 6 through 
“court.” on page 5, line 19. 

Amendment II, designed to supplement the first preference granted to claims 
up to $1,000 with a second preference for claims up to $1,000,000 : Section 222 (a): 
On page 30. line 1, after “principal”, insert “up to $999,000”. 

On page 30, following line 4, add: 

“(4) After payment has been made in full under clauses (1), (2), and (3) 
of this subsection, payments on account of the then unpaid principal of all awards 
in the principal amount of more than $1,000,000, according to the proportions 
which the unpaid principal of such awards bear to the total amount in the fund 
available for distribution on account of such awards ;” 

On page 30, line 5, change “(4)” to “(5)”. 

Amendment III: Section 217: On page 28, line 11, change the period to a 
comma, After line 11, add: “Provided, That no award shall be made as to any 
amount which, prior to the making of the award, shall have been written off by 
the claimant as a loss for purposes of the Federal individual or corporate income 
tax.” 

Amendment IV, designed to have the claims fund earn interest during the 
period in which the money is used by the Federal Government: Section 216: On 
page 27, after line 11 add: 

“(e) The Secretary of the Treasury is authorized and directed to pay annually 
(as nearly as may be) simple interest, at the rate of ——- per centum per annum, 
upon amounts deposited in the funds established pursuant to subsection (a).” 


Mr. Spereceiperc. The second amendment that I would like to sug- 
gest to the committee has to do with the present method of prorating 
payments. The purpose of that is to achieve justice to small claimants. 
Under the present law the first $1,000 will be paid in full. Then all 
of the rest of the fund will be distributed pro rata to all claimants. 

I suggest that the purpose intended is not achieved by that lan- 
guage, and that the medium claimants should be preferred against 
the very large ones. Again, there is a precedent in the German War 
Claims Act of 1928, in which there were two classes provided: First, 
all claimants up to $1,000 were paid: second, all claims in that act 
up to $100,000 were then paid in full so far as the available assets 
allowed, and over $100,000 the payment was made pro rata if anything 
should be left. 

I would like to suggest a similar division with respect to the present 
payments, that—when I say “similar” I don’t mean identical—$1,000 
claims be paid in full. TI believe the committee has suggested perhaps 
that amount should be raised to $2,500. Certainly there would be 
no objection to that. Then all claims above $2,500 and under $1 
million should be paid pro rata, so far as the available funds allow, 
rather than have all of the claims paid pro rata above the minimum 
amount. 

The reason for that is no secret. There are 1 or 2, and again I 
am addressing myself to Hungary, corporations, an oil company, and 
I. T. & T., which have claims which run into the multiple-million 
dollars. The exact amount I cannot state. I have heard it stated all 
the way from $25 million to $80 million. If those claims are allowed 
in to share pro rata with the very, very numerous individual claimants, 
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it is obvious that nobody would get practically anything, because 
those two claims are substantially greater than all the other claims 
put together. Besides that, and this brings me to an alternative plan, 
those corporations have undoubtedly used their losses as a tax deduc- 
tion, whereas the individual claimants, small people for the most part, 
have not been able to do that because they have no income, or only 
a very small income, although they have a very big loss. 

I would, therefore, like to suggest that if my first plan of having 
a second preferred classification as to amount, does not meet with the 
favor of the committee, that at least any tax benefits should be regarded 
as payment before allowing the people who have had those tax 
payments to share in the various small funds that will be available. 

Finally, Mr. Chairman, again relying on the precedent of the 
German War Claims Act of 1928, I should like to suggest that our 
Government, which will have had the benefit of these funds for a 
number of years, should, when the day of final payment comes along, 
pay the allowed amounts with interest. That was done in the Ger- 
man War Claims Act. I believe in that case 5 percent interest was 
allowed. 

I would like to thank you, Mr. Chairman and members of this 
committee, for your courtesy in listening to me. 

Chairman Ricuarps. Thank you, sir. There is just one matter 
that I wanted to ask you about. It wouldn’t have anything to do with 
the bill itself. You mentioned in the Hungarian matter that we 
turned over in this agreement $40 million. Were those funds from the 
United States Treasury or funds taken over by our forces in Germany ¢ 

Mr. SpreGELBerG. No, that was gold in this country, Hungarian gold 
which was impounded here during the war. 

Chairman Ricnarps. It was here? I thought it was in Germany. 

Mr. SpreceLBerG. It is my understanding that it was here and was 
returned to them before the treaty. 

Chairman Ricuarps. It was Hungarian money? 

Mr. SprrceLBerG. Yes, Hungarian Government money here. That 
is my understanding. 

(Correction by Mr. Spiegelberg :) 

The gold was captured by American forces in Germany and was held there. 

Chairman Ricwarps. Are there any questions? Thank you very 
much, sir. 

Mr. Seymour J. Rubin. Have you a prepared statement? 


STATEMENT OF SEYMOUR J. RUBIN, ATTORNEY, WASHINGTON, D. C. 


Mr. Rustin. No, Mr. Chairman, I do not have a prepared statement. 
I hope to be very brief. 

Chairman Ricwarps. And in what capacity do you come? 

Mr. Rustin. I am a private lawyer with offices here in Washington. 
I have several clients who might have claims if this legislation goes 
through, but I do not appear on their behalf. 

I have for some time been foreign affairs counsel in Washington 
to the American Jewish Committee, and have been interested in affairs 
of refugees and similar people in the United States. 

I would like to speak partially, at any rate, to matters which might 
affect them. In addition, I have for some time been interested in na- 








150 FOREIGN CLAIMS SETTLEMENT COMMISSION 


tionalization and compensation matters on a scholarly, I hope, basis. 
I have written several articles on the subject. I was at one time 
assistant legal adviser for Economic Affairs in the Department of 
State, and I have maintained my interest in matters of this sort, and 
in general claims matters, particularly as related to private foreign 
investment problems. 

I would like to direct my attention primarily to two aspects of the 
present bill. First, I think I might turn, because I can deal with this 
very briefly in view of Mr. Doman’s statement, to section 217. T would 
like to add my voice to his in suggesting that section 217 ought to be 
either amended or construed so as to include persons who are Ameri- 
can nationals as of the effective date of this bill rather than persons 
who are American nationals as of the time when the loss occurred. 

I think the arguments put forward by Mr. Doman are valid. I 
think in particular the argument that international law is not binding 
on the United States in what is essentially municipal legislation is 
entirely valid. 

I would, however, like to refer to section 202 for a moment in this 
connection, because there you have stated the basis on which the 
United States has taken the property involved here and applied it to 
these purposes. That section reads, “In accordance with article 25 
of the treaty of peace with Bulgaria, article 29 of the treaty of peace 
with Hungary,” and so forth, so that it does go back to the treaty 
clauses under which the United States has treaty rights to take over 
the property of Bulgaria, Hungary, and Rumania and of their 
nationals. 

In the same treaties you have a definition of what United Nations 
national means. All of those treaties include clauses, the typical one 
being article 24 of the Rumanian treaty, which says that the term 
“United Nations nationals” includes all individuals, corporations, or 
associations which under the laws in force in Rumania during the war 
have been treated as enemy. 

You have a number of people in the United States who were in the 
position of being treated as enemies by the satellite governments 
during the course of the war, that is, they were treated by those gov- 
ernments as having been involved with the United States and other 
allies and as having been on our side. They suffered substantially 
as a result of so being treated. 

A number of those people are in the United States at the present 
time, and either are now, or will be when this legislation becomes 
effective, nationals of the United States. 

I see no reason why one should not utilize the property that is 
being taken under the provisions of these treaties, so that it can be 
applied to the claims of persons who are United States nationals or 
United Nations nationals, as the treaties say, within the definition 
included in the treaty itself. 

I would suggest that a very simple way of achieving that objective 
might be to amend paragraph 5 of section 201, so as to make it read, 
“*Nationals of the United States’ includes (A) persons who are citizens 
of the United States as of the effective date of this legislation,” which 
would, I take it, mean that section 217 would have to be read so as to 
include persons who were citizens of the United States when this 
legislation went into effect, even though the loss may have occurred 
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before they actually achieve their desired goal of citizenship in the 
United States. 

The second problem to which I would like to address my attention 
is one which concerns legislation which was passed by the 83d Con- 
gress. That legislation dealt with the subject of heirless property, 
that is, property in the United States which belonged to persecutees 
who were exterminated together with their entire “families, so there 
is no claimant to such property. 

Under Public Law 626 of the 83d Congress, that property was to 
be claimed by successor organizations or a successor organization to 
be dewsgnated by the President, and to be used for the relief of refugees 
or indigent persons, needy persons in that same category here in the 
United States. 

The President in January of this year designated the Jewish Resti- 
tution Successor Organization as a successor organization under that 
legislation. That legislation applies to all property vested by the 
Alien Property Custodi: in. It would include not only German, or 
conceivably Japanese property vested by the Alien Property Cus- 
todian, but also heirless property that might have been vested by the 
Custodian and might have pertained originally to nationals of Hun- 
gary, Bulgaria, and Rumania. 

I think the legislation here is drafted on the basis that there has been 
no such vesting, and that all of the property of Rumanian, Bulgarian, 
and so forth, nationals remains to be vested. My under rstanding 1S 
that that is not the case, and that substantial amounts of such property 
have already been vested. Therefore, since section 202 (a) suggests 
that the property of natural persons, if it is determined by the Presi- 
dent or his designee that these properties were directly owned at the 
date of vesting by a natural person, since this legislation suggests those 
properties should be vested, I would like to suggest an ‘amendment 
which would have the effect merely of protecting the rights of a 
successor organization, which has been officially designated by Execu- 
tive order of President Eisenhow er, to such property as may already 
have been vested and also to such property as might in the future be 
vested. 

I have, Mr. Chairman, if you like, a suggested proviso to section 202 
(a) ; although I lay no partic ular store by the language here, I would 
like to see this objective incorporated in this legislation. 

Chairman RicHarps. We will be glad to have that wording. With- 
out objection, we will insert it in the record. 

(The material referred to is as follows:) 


SUGGESTED PROVISO TO SECTION 202 (a) 


ind provided further, That these provisions shall not affect any vested property, 
rights or interests to which a successor organization, designated by the President 
pursuant to the provisions of Public Law 626, Eighty-third Congress, may have 
iaid claim or may in future lay claim. 

Mr. Rupr. I have only one other comment with respect to this 

‘egislation, Mr. Chairman. It stems partially from my having done 
some writing in the field of nationalization and compensation, and 
partially from some experience with the International Claims Settle- 
ment or the Foreign Claims Settlement Commission, and in connection 
pi ticularly with the matter of proof of claims before that 
Commission. 
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It has been my experience that even in connection with Yugoslav 
claims, where there was a certain measure of cooperation by the Yugo- 
slav Government, and where the International Claims Commission or 
its successor was able to have a representative in Belgrade and repre- 
sentatives going throughout the country, the question of proof was a 
very, very arduous one for the conscientious private lawyer. 

I think to a certain extent the Commission on occasion may have 
shown a disposition to insist upon the kind of proof that would have 
been presented in an American court where all of the parties were 
present in the United States, subject to subpena, or documents and 
records had not been subjected to the shattering effects of war, occupa- 
tion, and so forth. 

I don’t have any particular remedy, because I know that it must 
be and should be the desire of any commission to reject spurious claims 
and claims which are not supported by adequate evidence. But in 
certain cases it does seem to me that European methods of doing 
business, methods of transferring assets or of recording title to as- 
sets under the stress and strain of war and occupation, ought to be 
given more recognition by the Commission than they have been in 
the past. 

I would like merely to close with the suggestion that it would be 
highly desirable if the Commission could proceed with its work, once 
it is set up, as expeditiously as possible, and I mean not only proceed 
by the processing of claims within its own four walls, and the hold- 
ing of hearings at a late date, but with the holding of hearings as 
soon as the work of the Commission makes possible. 

I think the experience of a good many of us, and I personally have 
nothing to complain about in this particular regard, who did deal 
with the International Claims Commission and the Foreign Claims 
Settlement Commission was that toward the end of their statutory 
period there was a tremendous spate of hearings being held. It was 
highly commendable on their part to want to get these claims settled 
within the statutory period without asking for any further statutory 
extension of time. On the other hand, I do think that that process 
tended to make more difficult the task, which was already rather 
substantial, of conscientious lawyers trying to represent clients. 

Chairman Ricwarps. Does the witness suggest that we put some- 
thing in the bill that they go to work the next day or work nights? 

Mr. Rusty. No, sir. I don’t suggest anything of that sort. 

Chairman Ricnarps. The human equation comes in there. 

Mr. Rusry. The human equation does come in. I do suggest in 
connection with the statements that have been made, that the expedi- 
tious conclusion of the business by the International Claims Commis- 
sion or the Foreign Claims Settlement Commission was possible only 
because there was a very extreme compressing of hearings within the 
last few months of their existence. That is a situation which I am 
sure the people on the Commission will not want to repeat. 

Chairman Ricwarps. Thank you, sir. Are there any questions? 

Mr. Chester C. Shore. Mr. Shore, do you have a written state- 
ment ! 
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STATEMENT OF CHESTER C. SHORE, ATTORNEY, WASHINGTON, D. C. 


Mr. Snore. Yes, sir. I have a statement which I gave to Miss 
Hashagen. 

Chairman Ricuarps. Do you want to read it? 

Mr. Suore. Yes, sir. I have extra copies. 

Mr. Crawrorp. We have five copies here. 

Chairman Ricwarps. Go ahead and read your statement. It is 
about three pages. It could be placed in the record. What is the use 
of reading it if you are going to place it in the record? You could 
emphasize some of the points. This committee has a great number 
of witnesses to hear yet. Of course, we will have the record and study 
it. I just suggest that. If the witness insists on reading it, it is all 
right. 

Mr. Snore. I will just discuss it. 

Chairman Ricuarps. Without objection, at this point, the witness’ 
statement will be placed in the record. 

(The statement referred to is as follows:) 


STATEMENT OF CHESTER C. SHORE 


Mr. Chairman and members of the House Committee on Foreign Affairs, my 
name is Chester C. Shore and I am an attorney practicing in Washington, D. C. 
I deeply appreciate the privilege of presenting a statement at this hearing. 

I represent Mr. George Crisan, of 221 Constitution Avenue, NE. 

Mr. Crisan is a former Rumanian national who was forced to flee that country. 
As a member and leader of the National Peasant Party he had strongly op- 
posed the Communist tyranny and protested the Communist fraud in the Ruman- 
ian election. As a result he was barred from his profession as an attorney and 
his property was seized. After he had fled Rumania his property was confiscated 
by act of the Rumanian Government. 

Mr. Crisan came to this country from France in 1949 through the auspices of 
the First Baptist Association under a scholarship with the Colgate-Rochester 
Divinity School. He was granted permanent residence in the United States by 
private law that was signed by the President of the United States September 
1951 and applied for American citizenship the same month. 

For the past 2 years Mr. Crisan has worked with the Library of Congress as 
a legal analyst. He is active in work for the Voice of America in preparing 
religious messages to be broadcast to the Rumanian people behind the Iron 
Curtain. He is also active as an ordained minister and as a writer and speaker 
on the dangers of international communism as experienced by him. 

In appearing in behalf of Mr. Crisan I wish to focus the committee’s atten- 
tion to the class of persons to whom compensation would be paid. As explained 
before this committee the bill as proposed would provide payment only to those 
who were American citizens at the time the claim arose and who have main- 
tained their American citizenship up to the present time. 

I do not believe that Congress should limit the class of eligible persons this 
strictly but should include within the scope of compensation those who have 
a valid claim and are either citizens of the United States at the time the bill 
is enacted or have indicated their intent to become citizens by applying for 
citizenship papers. 

The reasons that have been suggested for limiting compensation to persons 
who were citizens at the time the claim arose are: (1) the generally accepted 
rule in international law, and (2) if additional claimants are permitted to par- 
ticipate, the claimants now covered by the bill would receive less compensation. 

In regard to the first basis I believe that the rule in international law referred 
to has been applied solely to those cases where the validity of a claim is de- 
termined by an international tribunal or a treaty has been enacted which pro- 
vides for payment by the aggrieving nation. In both cases the question arises 
either by adjudication or interpretation of a treaty as to what class of persons 
an aggrieving country shall be liable to for compensation. 
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In regard to this bill, however, we have a different situation; payment is not 
made directly by the aggrieving nation but rather Congress is using Rumanian 
Government assets which have or will be vested. 

It is true that reliance is made in section 217 (1) on the treaties of peace with 
the satellite countries in regard to war damage claims but section 217 (2) pro- 
vides for compensation for any taking prior to the effective date of this act, and 
hence in regard to confiscation claims Congress has not relied on the treaties with 
those countries but rather has relied solely upon its right to use the satellite 
assets as it sees fit. 

In the final analysis, therefore, particularly in regard to claims arising as a 
result of “nationalization compulsory liquidation or other taking,” the authority 
rests in the right and power of Congress to use the vested assets as it sees fit; 
and the generally accepted rule in international law as has been applied to other 
types of cases has no relevance to what Congress decides to do with this property. 

In regard to the second basis that an increase in the class of claimants would 
decrease the compensation to those now covered by the bill; I would suggest 
that the important consideration is not how much Congress may be able to 
provide for each claimant, but rather whether Congress should exclude persons 
who are citizens and have assumed its obligations from a remedy it is able to 
provide to them. If Congress should now determine that as a matter of prin- 
ciple it has an obligation or should on principle provide for compensation to all 
its citizens who suffered a loss by action of the satellite countries, then the 
amount it may be able to pay each claimant is of little reliance. 

The loss that has been suffered by those additional claimants I have suggested 
is no less a loss. They owe the same allegiance and have assumed the same 
obligations of citizenship. This country has assumed the same degree of pro- 
tection to them. There is therefore no valid reason why we should withhold 
from them an equal right to compensation which it is within our power to 
provide. 

The specific amendment which I wish to suggest is as follows: 

Section 201 (5) amended to read: 

“Nationals of the United States includes (A) persons who are citizens of 
the United States or have applied for United States citizenship at the time the 
bill becomes effective and (B) persons who, though not citizens of the United 
States, owe permanent allegiance to the United States.” 

I believe that in regard to compensation a recognizable claim should be made 
to those who have applied for citizenship papers as well as those who are citizens, 
since such persons owe equal allegiance to this country. Since so many of the 
refugees from the satellite countries have recently come here, they have not 
completed the mechanics of obtaining American citizenship. 

I would further suggest that in regard to those claims that the claim should 
be recognized immediately but the payment set aside and paid after the mechan- 
ics of obtaining citizenship have been completed and citizenship has been granted 
to the claimant. 

In closing, I would like to respectfully thank the committee for the opportunity 
to present this statement. I hope what I have submitted for your consideration 
has been of use to the committee. 


Mr. Suore. My name is Chester C. Shore. I am an attorney prac- 
ticing in Washington, D. C. 

I represent and I am appearing on behalf of Mr. George Crisan. 
I believe Mr. Crisan would be typical of a good number of the people 
whom I am requesting that this committee include within the purview 
of the bill. 

Mr. Crisan is a former Rumanian national, who was forced to flee 
Rumania as a result of Communist persecution. He had been a leader 
of the National Peasant Party and had strongly opposed the Com- 
munist tyranny in Rumania. After he left Rumania his property was 
confiscated. 

Mr. Crisan came to this country from France, through the auspices 
of the First Baptist Association under a scholarship with the Colgate- 
Rochester Divinity School. He was granted permanent residence as 
a result of a bill passed by Congress and signed by the President in 
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September 1951. He works as a legal analyst for the Library of Con- 
gress. He is also very active in preparing messages for the Voice of 
America, particularly messages of a religious nature. 

The reason I am appearing on behalf of Mr. Crisan is that I wish 
to propose an amendment which would enlarge the scope of those peo- 
ple who would be considered nationals within the bill as presented. 

The amendment I wish to present would be to amend section 201 
(5) to read: 

Nationals of the United States includes persons who are citizens of the United 
States or have applied for United States citizenship at the time the bill is en- 
acted, or persons who, though not citizens of the United States, owe permanent 
allegiance to the United States— 

and delete that part of section 201 which says this does not include 
aliens. 

As I have listened to the testimony that has been presented to the 
hearings I have felt that there have been two objections to enlarging 
the scope of the persons who would be considered as nationals. One 
objection has been the generally accepted rule in international law, 
and the second one has been that if additional claimants are permitted 
to participate, the claimants now covered by the bill would receive less 
compensation. 

In regard to the first basis, that is, the generally accepted interna- 
tional law, I believe that rule referred to applies solely to those cases 
where the validity of a claim is determined by an international tribn- 
nal, or a treaty has been enacted which provides for payment by the 
aggrieving nation. 

In both cases the question arises by way of adjudication or by inter- 
pretation of a treaty as to what class of persons an aggrieving country 
shall be liable to for compensation. However, in this bill we have a 
different situation. Payment is not being made directly by the ag- 
grieving nation, but rather Congress is using Rumanian Government 
assets which have or will be vested. 

It is true that in this bill, to a certain extent, reliance in section 217 
(1) is placed on the treaties of peace with the satellite nations. But 
that applies solely to the war damage claims. 

Section 217 (2) is for compensation of any taking prior to the ef- 
fective date of this act, which means this act which is being considered, 
and hence in regard to confiscation claims Congress has not relied on 
the treaties with those countries but rather has relied solely upon its 
right to use the satellite’s assets as it sees fit. 

In the final analysis, therefore, the authority of Congress to use 
these assets rests upon the power of Congress to use the assets as it sees 
fit. Therefore, the gene i accepted rule in international law, which 
applies to adjudications before international tribunals, or to payment, 
by an aggrieving nation, through the interpretation of a treaty, is not 
applicable. 

In regard to the second basis for a restricted limitation, that is, that 
it would reduce the amount that would be paid to those claimants now 
covered by the bill, I would suggest that the important consideration is 
not how much Congress may be able to provide for each claimant, but 
rather whether Congress should exclude persons who are now citizens 
or who owe allegiance to this country. Whether Congress should 
exclude from them a remedy which it is now able to provide to them. 
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If Congress should now determine that as a matter of principle it 
has an obligation or should on principle provide for compensation to 
all citizens or all persons now in this country who owe allegiance to 
this country, then it should do so regardless of the amount of payment 
that would be made to those persons now contemplated in the bill. 

The loss that has been suffered by those additional claimants which 
I have suggested is no less a loss. They owe the same allegiance to 
this country, and have assumed the same obligation of citizenship. 
Our country has assumed the same degree of protection to them. 

I have suggested that the scope of those persons who should be cov- 
ered by the bill include those persons who have applied for citizenship 
to this country. I feel that we should not only include those who are 
now citizens but also who have applied for citizenship, because so 
many of the refugees from the satellite countries have recently come 
here and they have not completed the mechanics of obtaining American 
citizenship. At the same time they have indicated by their applying 
for American citizenship that they do owe allegiance to this country, 
and have assumed the protection of this country. 

In regard to these claims to persons who have applied for citizen- 
ship, I would suggest, and it might be feasible, that the Commission 
should recognize their claim immediately, but that payment should be 
set aside until the mechanics of obtaining citizenship have been com- 
pleted and citizenship has been granted to the claimant. 

In closing, I would like to thank the committee for the opportunity 
of presenting this statement. I hope what I have presented for your 
consideration will be of use. 

Chairman Ricwarps. Thank you, sir. Are there any questions ? 

Mr. Samson Selig. Mr. Selig, I understand you have a compre- 
hensive statement here. We could place the statement in the record. 
I don’t presume you want to read it ! 


STATEMENT OF SAMSON SELIG, ATTORNEY, NEW YORK, N. Y. 


Mr. Sexic. No, sir. 

Chairman Ricwarps. Without objection, Mr. Selig’s printed testi- 
mony will be placed in the record at this point. 

(The statement referred to is as follows:) 


STATEMENT OF SAMSON SELIG, ATTORNEY FOR CLAIMANTS AGAINST THE SOVIET 
RUSSIAN FuNDS 


I wish to thank the chairman and members of the Foreign Affairs Committee 
for their kindness in permitting me to be heard on the matter of amendments to 
the International Claims Commission Act as set forth in the committee print 
of the proposed resolution. Legislation such as title IV of the proposed resolu- 
tion and the Keogh and Kearney resolutions is urgently needed for the relief 
of claimants against the Soviet Russian funds. All resolutions give evidence of 
careful draftsmanship and of painstaking and scholarly research for which 
gratitude is owing to the draftsman. It is believed, however, that some amend- 
ments to the proposed legislation are indicated as follows. 

Page 42, line 9 of the proposed bill, after the word “assignment” the period 
should be changed to a colon, and the following words added: “Provided, That 
the Commission shall give full faith and credit to such judgment and to such liens 
or warrants of attachment and to a judgment entered in the action wherein such 
lien or such warrant of attachment was so filed or levied.” 

This, from the point of view of protection of American pre-Litvinov judgment 
and attachment creditors, is the most important of all the suggested amend- 
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ments because, unless such full faith and credit is accorded to the judgment, 
the American national must prove his claim a second time before the 
Sommission. 

It is a condition precedent that these pre-Litvinov liens had to be obtained 
before November 16, 1933, hence 20 years have elapsed and it would now be 
difficult, if not impossible, for judgment creditors again to prove their claims. 
In most of the cases not only the original litigants, but all of the witnesses who 
testified when the judgments were processed, have died. 

There are no witnesses remaining. 

Moreover, in these 20 years much of any other evidence has been lost or dis- 
appeared. Satisfactory depositions cannot be issued to or taken in Soviet 
Russia. Most of these claims will have to be prosecuted by the representatives of 
the deceised litigants. If they are now called upon to come in and make original 
proof before the Commission, they will be hopelessly lost. 

They must stand on their judgments. 

Representative Fulton raised the same point at the hearings. 

Speaking of the constitutional requirement for full faith and credit, the Su- 
preme Court said in Davis v. Davis (805 U.S. 32) at page 39: 

“Article 4, section 1 requires that judicial proceedings in each State shall be 
given full faith and credit in the courts of every other Stu.2. The act of May 26, 
1790 (1 Stat. at L. 122, ch. 11), as amended (Rev. Stat. sec. 905, 28 U. S. C. A. 
sec, 687), declares that judicial proceedings authenticated as there provided 
shall have such faith and credit given to them in every ‘court within the United 
States as they have by law or usage in the courts of the State from which they 
ure taken.’ Thus Congress rightly interpreted the clause to mean not some but 
full credit (Haddock vy. Haddock, supra (201 U. 8. 567, 50 L. ed. 868, 26 S. Ct. 525, 
5 Ann. Cas. 1). The act extended the rule of the Constitution to all courts, 
Federal as well as State (Mills v. Duryee, 7 Cranch, 481, 485, 3 L. ed. 411, 413).” 

This Commission has been described by one of its members as quasijudicial, 
and there is no reason why it should not be required to give the same full faith 
and credit to judicial proceedings which a Federal court would be required to 
give. The more is this true in view of the unusual hardship imposed upon the 
claimants whose judgments were obtained 20 years ago aiid who face the ob- 
stacles mentioned above, but have no right of appeal if the Commission should 
see fit to ignore their judgments. 

In Chicago & 8. Air Lines v. Waterman SS Corp. (333 U.S. 103), the Supreme 
Court said, page 113: 

“Judgments, within the powers vested in courts by the judiciary article of the 
Constitution, may not lawfully be revised, overturned or refused faith and 
credit by another department of Government.” 

We are confident that Congress will defend the constitutional requirement of 
full faith and credit and not permit it to be diluted or weakened by the action 
of an administrative board. 

If, therefore, the draft bill to amend the International Settlement Act of 1949 
is enacted, section 403 (a) of the International Act should be amended to read 
as follows: 

(a) claims of nationals of the United States against a Russian national 
originally accruing in favor of a national of the United States and evidenced by 
the entry prior to November 16, 1933, in a court of the United States or of a State 
of the United States, of a valid judgment in favor of a national of the United 
States, or by the filing or levying prior to November 16, 1933, of a lien or warrant 
of attachment in favor of a national of the United States upon any property, 
money, credit, chose in action, or other assets in the United States which has 
been taken, collected, recovered, or liquidated by the Government of the United 
States pursuant to the Litvinov Assignment, provided that the Commission shall 
give full faith and credit to such judgment and to such liens or warrants of at- 
tachment and to a judgment entered in the action wherein such lien or such 
warrant of attachment was so filed or levied. Awards under this subsection shall 
not exceed the amount of the judgment, lien, or attachment, with such interest 
as may be allowable, nor exceed the proceeds of such assets as may have been 
subject to the lien of the judgment, attachment, or other lien; nor, in the event 
that such proceeds are less than the aggregate amount of all valid claims so 
related to the same assets, exceed an amount equal to the proportion which each 
such claim bears to the total amount of such proceeds; and” 

The Keogh resolution should be similarly amended by inserting in section 11 
(a) thereof the words: “And provided further, That the Commissioner shall 
give full faith and credit to such judgment or such warrant of attachment and to 
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a judgment entered in the action wherein such warrant of attachment was so 
obtained” on page 5, line 4, after the words “was asserted”. 

Page 47, line 9 of the proposed bill. This whole section (414) should really be 
omitted. If, however, Congress feels that there should be a 10-percent limitation 
on the compensation for services rendered in prosecuting claims before the Com- 
mission, then the section should be clarified, because as it now reads, the 10-per- 
cent limitation could be construed to apply not only to services rendered in prose- 
cuting claims before the Commission, but to services rendered “in connection 
with” any claims filed with the Commission. That might be held to include 
services rendered elsewhere than before the Commission. 

The present wording of section 414 is identical with similar sections under 
other titles of the resolution (sec. 227, p. 32, line 15, the Bulgarian, Hungarian, 
and Rumanian claims; sec. 312, p. 38, line 21, the Italian claims). However, 
there is a decided difference between the background and history of the claims 
against the Soviet and the other categories of claims. It is not believed that 
preceding the filing of the Bulgarian, Hungarian, Rumanian, and Italian claims 
there was substantial litigation involving the rendition of legal and other services, 
whereas preceding the filing of claims against Soviet Russia, especially as re- 
gards claimants who procured judgments and attachments (sec. 403 (a)), there 
were many years of arduous and complicated legal and other services in some 
cases involving appeals to the United States Supreme Court rendered to the 
claimants in the litigations. It would surely not be fair to limit the compensa- 
tion of attorneys and others who have rendered such services to the claimants 
elsewhere than before the Commission to the same amounts as is prescribed for 
the services before the Commission. 

In the case of services rendered to claimants against Russian funds, the 
amount, if it cannot be agreed upon between the claimant and his attorney, 
should be left to the appropriate courts. If, however, there is to be a limitation 
set to the compensation of attorneys and others who have rendered services 
to the claimants against the Russian funds, then section 414 should be so 
amended as to make it clear that the limitation therein contemplated applies 
only to services rendered in prosecuting the claim before the Commission and 
not to any antecedent or other services. This can be accomplished by striking 
out the words, “in connection with” (p. 14, line 10) and substituting therefor 
the words, “in presenting before the Commission.” The section might thus 
read: 

“Sec. 414. No remuneration on account of services rendered on behalf of any 
claimant in presenting before the Commission any claim filed with the Commission 
under this title shall exceed 10 per centum of the amount for which an award is 
certified under the provisions of this title on account of such claim. Any agree- 
ment to the contrary shall be unlawful and void. Whoever, in the United States 
or elsewhere, demands or receives, on account of services so rendered, any re- 
muneration in excess of the maximum permitted by this section, shall be guilty 
of a misdemeanor, and, upon conviction thereof, shall be fined not more than 
$5,000 or imprisoned not more than twelve months, or both.” 

The Keogh and Kearney resolutions provide priority where the claim originally 
accrued partially in favor of an American national. 

The same provision should be inserted in the proposed bill. Suppose a partner- 
ship of an American national and a French national had been despoiled by Soviet 
Russia. _Why should the American national recover nothing for the Russian 
confiscation ? Under the Keogh and Kearney resolutions he could submit the 
claim to the Commissioner, who could award him his proportionate share of the 
partnership interest in the claim. He could at least get something. Under the 
proposed bill he could not even submit the claim to the Commission. 

T he words “wholly or partly” should be inserted in section 403 of the proposed 
bill on page 41, line 23, after the word “accruing.” 

Page 45, lines 16 through 22 of the proposed bill should be omitted. 

This paragraph gives the Secretary of the Treasury unlimited discretion if he 
deems it necessary or even desirable to defer any payment of any award upon 
the creation of a reserve therefor. 

Judging by the experience which claimants against the Yugoslavian and other 
funds have had in obtaining payment of their awards from the Treasury, the 
above provision could lead only to intolerable difficulty and delay for the 
claimants. 

a 46, line 25 of the proposed bill, the word “four” should be changed to 
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If, therefore, the draft bill to amend the International Settlement Act of 1949 
is enacted, section 413 of the International Act should be amended to read as 
follows : 

“Src. 413. The Commission shall complete its affairs in connection with the 
settlement of claims pursuant to this title not later than two years following the 
enactment of this title, or following the enactment of legislation making appro- 
priations to the Commission for payment of administrative expenses incurred 
in carrying out its functions under this title, whichever date is later: Provided, 
That nothing in this section shall be construed to limit the life of the Commission, 
or its authority to act with respect to other categories of claims which may be 
effected under the provisions of this legislation.” 

Page 43, line 5 of the proposed bill, the words “one year” should be omitted and 
the words “six months” should be substituted. 

Commissioner Clay admitted during the hearings that 6 months would be 
adequate time to give notice to the claimants under title 1V. As a matter of 
faet, he expressed his opinion that so far as the claimants who had judgments or 
attachment liens (sec. 408 (a)) were concerned, that 3 months would he an 
adequate period. If, therefore, the draft bill to amend the International Settle- 
ment Act of 1949 is enacted, section 404 of the International Act should be 
amended to read as follows: 

“Src. 404. Upon the enactment of this title the Commission shall give public 
notice by publication in the Federal Register of the time when and the limit of 
time within which claims may be filed, which limit shall not be more than six 
months after such publication.” 

Chairman Ricuarps. Will you proceed. 

Mr. Sexic. Thank you, sir. I will not take up much time of the 
committee. I would like to discuss briefly some of the points that are 
in my mind, 

T want to thank the committee and the chairman for giving me this 
opportunity to be heard. I am interested only in the claimants 
against the Soviet funds, which is title [IV of the proposed act, and 
which is also the subject. of the Keogh and Kearney resolutions. 

I think all those resolutions, and certainly the proposed bill, show 
every evidence of research and careful draftsmanship. I think, 
however, a few amendments might be in order. The first one is a 
point which was brought up by Mr. Fulton, and I think by Mr. 
Chatham, and one other member of the committee at one of the pre- 
vious hearings. It was this: With reference to those claimants 
against the Soviet funds who long before the Litvinov assignment, 
which dates back to 1933, had procured judgments. The effect to 
be given to those judgments which had been procured against ihe 
individual Russian debtors is whether or not they were to receive full 
faith and credit by this Commission. 

I think there should be a provision to that effect in whichever of 
these resolutions, or any other resolution, be adopted by the com- 
mittee, because unless that be done these claimants will find it a very 
difficult, if not impossible, task to reprove those claims after all those 
years. They date back to transactions that took place prior, in most 
sases, to the Russian Revolution. ‘The judgments were entered before 
1933. That is 20 years ago or more, so that in most of those cases all 
the witnesses are dead. Much of the evidence, outside of oral evi- 
: : Mea ie 
dence, has disappeared. You can’t issue satisfactory depositions to 
take testimony in Russia. So, if they have to come in and prove their 
claims anew, they are practically sunk. TI don’t believe there is any 
disposition or would be any disposition on the part of a commission 
to deny them full faith and credit, the same as they would be given 
in a Federal court or any other court under our laws. 
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Chairman Ricuarps. What do you want to do, make the judgment 
final as proof of claim? 

Mr. Serie. Yes, sir. Just that they are to be given the full faith 
and credit 

Chairman Ricnarps. I understand that a great many of these judg- 
ments were default judgments and there were no witnesses at all. 
There was service, of course. 

Mr. Serie. In my State of New York, where practically all of these 
judgments were obtained, a default judgment in the case of an attach- 
ment cannot be so taken. There must be testimony given. 

Chairman Ricnarps. That is not the case in all States. 

Mr. Seria. I am not familiar with the other States. I think that 
is a matter which should receive consideration, because there is a 
clause in the resolution incorporating international law, and I don’t 
know how international law would apply to these matters. These 
claimants have no right of appeal. If the Commission should choose 
to ignore their judgments, they would just be out in the cold. 

The second point that I would like to bring to the attention of the 
committee is one that is perhaps a little more selfish from an attorney’s 
point of view. There is a provision in the proposed bill limiting the 
fees of attorneys to 10 percent of the awards. If that is to be limited 
to the fees for services rendered before the Commission, which I am 
sure it was intended to be, that is quite all right. There could be no 
objection to that. It is a reiteration of the same provision which is 
provided for the satellite and other funds. The difference between 
those funds and the claimants for funds against the Soviet is that 
antecedent to the presentation of the Soviet claims there were very 
extensive services rendered by attorneys in the courts, all the way 
from the local courts of original jurisdiction up to the United States 
Supreme Court. I don’t believe anybody intended that the fees for 
such services should be included. Perhaps I am overly cautious in 
mentioning the matter. But the way the language reads in section 
414 is that no remuneration on account of services rendered on behalf 
of any claimant “in connection” with any claim filed with the Com- 
mission may exceed 10 percent. The words “in connection with” 
might be construed to include services rendered elsewhere than before 
the Commission. 

In the statement that I have submitted here I have taken the liberty 
of suggesting a small change in that phraseology which I think would 
take care of that. 

Chairman Ricnarps. Do you suggest that the attorney’s fees 
allowed by the court of judgment be allowed by the Commission, in 
case they consider that judgment as proof of the claim? 

Mr. Seria. In my opinion, sir, I think that in all cases the question 
of attorney’s fees, if a dispute should arise between attorney and 
client, should be settled by the appropriate court. I have no par- 
ticular quarrel with 10 percent for services rendered before the Com- 
mission. My anxiety was that the language of section 414 should not 
be such that it could be construed to cover services rendered in other 
> aig before the claim was presented here. That was my point on 
that. 

Chairman Ricuarps. Mr. Selig, I am glad to hear you on that. It 
is my understanding that you are considered probably the leading 
authority on the Litvinov claims. 
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Mr. Sexic. Thank you, sir. Unfortunately, I have had about 25 
years’ experience. I know some of the complexities that might come 
up in these things. 

Chairman Ricuarps. You say “unfortunately.” If you get that 
matter settled, you might be fortunate. 

Mr. Sexic. Maybe so. After this time I find it a little difficult, in 
view of the Pink case, which blasted all our hopes after 20 years of 
labor, to be too optimistic. 

We hope the legislation being considered by this committee will 
provide the tribunal by which these claimants, and, of course, their 
attorneys, may ultimately be compensated for the losses that they 
have endured and the services they have rendered. 

I have only one or two further suggestions. There is a difference 
in the time schedule between the Keogh resolution and the proposed 
resolution, the committee print. There is a 1-year period provided 
for the giving of notice to claimants in the print, and I think it is 
6 months in the Keogh bill. 

There is a 4-year period provided for the completion of the work 
of the Commission in the committee print and 2 years provided in 
the Keogh bill. I feel quite confident that the Foreign Claims Com- 
mission, if it is authorized to decide these cases, will act as expedi- 
tiously as possible. Nevertheless, naturally the claimants are anxious 
to have the periods of time specified shorter rather than longer. 

There is one other paragraph in the committee print which I think 
should receive the consideration of this committee, and that is in 
section 408, subdivision (c), on page 43, a provision which gives the 
Treasury practically unlimited discretion if it deems it necessary or 
even desirable to defer any payment of an award merely by setting 
up a reserve therefor. 

I assume that was possible to provide for such cases where the 
Treasury might want additional time to decide who was actually to 
receive the funds in distributing the award. Of course, none of us 
want to put the Treasury on the spot in that connection. It does, 
however, seem to me this language is much too broad. I hope that 
in considering that provision the committee will endeavor to ascertain 
if there isn’t some way of specifying the time or the method by which 
the Treasury may hold up the payment of these awards. 

There is only one other thing that I would like to bring to the at- 
tention of the committee. 

The provisions for the claimants against the Soviet funds are 
very similar in the committee print bill and in the Keogh and Kearney 
resolutions. There is one slight difference. The Keogh and Kearney 
resolutions provide that if a claim should have accrued wholly or 
partially originally to an American national before the Litvinov 
Assignment, whereas the committee print omits the words “wholly or 

vartially.” 

: In the analysis which was submitted to this committee, it was stated 
that it was feared that if the word “partially” were there included it 
might open the door to the award of some of these funds to one not 
an American national. I think, on the other hand, that American 
nationals who wholly or partially had accrued to them a claim against 
the Soviets should be entitled to file their claims with the Commission. 
Suppose, for example, an American national had been in partnership 
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with a French national and they had been despoiled by the Soviet 
Government. I can see no reason why the American national should 
not be permitted to file the claim insofar as his interest was concerned, 
anyway, with this Commission and receive whatever award the Com- 
mission might give him for his proportionate interest in the partner- 
ship claim, without having to avaed eueptiing to the foreign national. 
In that way he would at least get something. 

As the committe print now has it he couldn't even file his claim 
with the Commission. I hope the Commission will give some con- 
sideration to that. 

I want to thank the committee again for its courtesy in hearing me. 

Chairman Ricnarps. Thank you, sir. Are there any questions? 

Mr. Hays of Ohio. Do you have any preference as to whether this 
is administered by the Foreign Claims Settlement Commission or 
by a separate commission ? 

Mr. Sexia. I think, sir, that is a matter of Government policy on 
which I would prefer not to express an opinion. 

I think there are advantages under both bills and disadvantages 
under both bills to claimants. For example, the present Foreign 
Claims Commission is already set up. It is, I presume, ready to 
function on creating a staff. To that extent, I think it might be more 
expeditious. On the other hand, after it sets up a staff we must face 
the fact that the Foreign Claims Commission has many other claims 
beyond these Soviet claims. These Soviet claims are only a drop in 
the bucket really to that Commission. They have the Bulgarian. 
They have the Hungarian. There is going to be a very vast number 
of war claims turned over to them. I think Mr. Clay at one of the 
prior hearings said $100 million worth. There is additional legisla- 
tion to be introduced, according to the testimony on these hearings, 
about that. 

What I would fear, though T don’t want this taken as in any way 
expressing an opinion against this matter bemg handled in the Foreign 
Claims Commission, would be that no matter how diligently the staff 
assigned to the Soviet claims might work and investigate those claims, 
they must ultimately, every claim, be decided by those three Commis- 
sioners at the top. Those of the committee who have had the misfor- 
tune to be lawyers will know a court calendar with 100.000 cases, no 
matter how able the judges might be, would have a terrific time 
handling that. 

My fear would be that there might be a bottleneck at the top, not 
that the three Commissioners would not do their very best, because I 
am positive they would. I think they would give every claim submitted 
to them careful and able consideration. But I don’t see how they 
could possibly handle the Soviet claims unless they were given an 
automatic preference on their calendar as rapidly as a single Com- 
missioner might do. 

Chairman Ricuarps. Thank you very much. We appreciate your 
coming. The committee will go into executive session a little before 
we go down on the floor. 

(Whereupon, at 11:53 a. m., the committee adjourned.) 
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THURSDAY, APRIL 21, 1955 


Hovusr or REPRESENTATIVES, 
CoMMITTEE ON ForEeIGN AFFAIRS, 
Washington, D.C. 
The committee convened in room G-3, United States Capitol, at 
11:28 a. m., Hon. James P. Richards (chairman) presiding. 
Chairman Ricwarps. The committee will come to order, please, 
Ladies and gentlemen, we will proceed with open hearings on the bill 
to amend the International Claims Settlement Act of 1949, as amend- 
ed. The first witness this morning is Mr. Jesse R. Smith. Mr. Smith, 
are you appearing here as a representative of an organization or in 
your own right? 


STATEMENT OF JESSE R. SMITH, COUNSEL FOR THE ARMSTRONG 
CORK CO., WASHINGTON, D. C. 


Mr. Smiru. Mr. Chairman, I appear here representing the Arm- 
strong Cork Co. of Lancaster, Pa. I am a member of the bar of the 
District of Columbia. I am Washington counsel of the Armstrong 
Cork Co. 

We appreciate very much the opportunity of being here, because 
the point we address ourselves to is a rather narrow one and yet of 
considerable importance to us. 

At the outset, I should appreciate it if we could have the brief state- 
ment that I have prepared appear in the record. 

Chairman RicuarDs. Without objection, Mr. Smith’s written state- 
ment will appear in the record. 

(The statement referred to is as follows:) 


STATEMENT OF JESSE R. SMITH IN BEHALF OF THE ARMSTRONG CoRK Co. 


On March 22 and 29, the House Committee on Foreign Affairs held hearings 
on legislation to amend the International Claims Settlement Act of 1949. We 
believe it is desirable to clarify the type of claims which may be entertained 
under title III relating to claims against the Italian Government. 

The transcript of the hearings on those dates shows that Chairman Whitney 
Gillilland and Mr. Henry J. Clay, of the Foreign Claims Settlement Commission, 
stressed the fact that the $5 million fund, which has been paid to the United 
States Treasury by the Government of Italy, would be used to meet claims of 
United States nationals which arose as a result of military operations of 
Italian forces in areas outside of Italy. They stated that Italian forces in- 
flicted damage to property in Greece, owned by United States nationals. We take 
no exception to the payment of claims of this type, hut we contend that the $5 
million fund, which title ITT would activate, should be used to compensate claims 
for damages incurred in Italy as well, if such claims do not come under article 
78 of the treaty of peace. 

The $5 million fund, which would be activated by title III of the pending 
legislation, was paid by Italy into the United States Treasury in 1947, pursuant 
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to article II of the so-called Lombardo agreement, signed August 14, 1947, relat- 
ing to Italian assets in the United States and certain claims of United States 
nationals. Article II reads: 

“The Government of Italy agrees to pay and deposit with the Government of 
the United States of America on or before December 31, 1947, the sum of $5,000,- 
000 (tive million dollars) in currency of the United States of America, this sum 
to be utilized, in such manner as the Government of the United States of America 
may deem appropriate, in application to the claims of United States nationals 
urising out of the war with Italy and not otherwise provided for.” 

We are aware of no understanding between the two governments which would 
limit the $5 million fund to the payment of claims for damage which arose out- 
side of Italy. Section 303 of the pending bill states: 

“The Commission is hereby authorized and directed to receive and determine, 
in accordance with the Memorandum of Understanding and applicable substan- 
tive law, including international law, the validity and amounts of claims of 
nationals of the United States against the Government of Italy arising out of 
the war and with respect to which provision was not made in the Treaty of 
Peace with Italy.” 

We believe that section 303 is fairly cast, and certainly would not preclude the 
Foreign Claims Settlement Commission from considering a claim such as the 
Armstrong Cork Co. intends to assert. Briefly, our claim is founded upon the 
following facts: 

The Armstrong Cork Co. purchased 2,395 bales of cork from its French sub- 
sidiary in North Africa in 1940. On June 3. 1940, this cork was loaded at 
Djidjelli, Algeria, on board the steamship Maria, an Italian steamship destined 
for New York. 

The steamship Maria sailed from Djidjelli, presumably for New York, but on 
June 6, 1940, the Government of Italy, contemplating war, ordered the steam- 
ship Maria to seek refuge at Naples, which port the ship reached on June 9, 1940. 
One day later, Italy entered the war against England and France. Subsequent 
to June 10, 1940, the cork was unloaded and placed in a warehouse. Some months 
later, it was sold at public auction for a fraction of its true value. Because of 
the circumstances prevailing in Italy at that time, it was impossible for the 
Armstrong Cork Co., to protect its investment in this cork. Italian law at that 
time prohibited the export of cork, and, furthermore, American nationals were 
forbidden to travel into the Mediterranean area by our Government. Even if a 
representative of the company could have proceeded to Naples and arranged 
to ship the cork from Italy, Great Britain had already imposed a blockade on 
all such traffic. We never received any reimbursement for our cork. 

Following the signing of the treaty of peace between the United States and 
Italy, pursuant to article 78 of said treaty, the Armstrong Cork Co. submitted its 
claim for compensation for loss of the cork. The Government of Italy rejected 
ihe claim in 1950 on the ground that it did not come under article 78. The case 
was thereup submitted to the Italian-United States Conciliation Commission, 
and, because the representatives of the two governments were deadlocked on 
the issue, a neutral third member, a Portuguese, was chosen to decide the case. 
On October 26, 1953, in case No. 6, the Conciliation Commission, with the Ameri- 
can representative dissenting, held that the claim did not come within article 
78 of the treaty, since the order of the Italian Government of June 6, 1940, di- 
recting the steamship Maria to proceed to Naples, was prior to Italy’s actual 
entry into the war. The claim, therefore, was not a war claim, despite the fact 
that cargo was unloaded at Naples after Italy’s entry into the war, and was 
sold at auction by direction of the Italian Government in 1941. 

While we believe the decision of the Conciliation Commission is palpable 
error, the decision is final as there is no appelate procedure under the treaty. 
Under those circumstances, we believe that this case is a claim “arising out of 
the war with Italy and not otherwise provided for,” to quote the provision of 
article II of the Lombardo agreement. We respectfully request that the record 
of the House Committee be made clear to reflect this point. It would, indeed, be 
unfortunate if the comments made at the hearings to which we allude were to 
be taken as a criterian by the Foreign Claims Settlement Commission, and were 
to foreclose consideration of claims of this tvpe. We recognize, of course, that 
in the event the pending legislation is enacted by the Congress, and the Foreign 
Claims Settlement Commission proceeds to carry out its responsibilities mhder 
title III, claimants must satisfy the Commission as to the validity of their claims. 
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Mr. Sairn. I will touch upon some of the points involved, and per- 
haps dwell on one of them. 

The claim which the Armstrong Cork Co. has relates to Italy. It 
grew out of the war. It isnot alargeclaim. I should say that prob- 
ably it is less than $50,000. 

We are prompted to come here because of some discussion in a pre- 
vious hearing in which Mr. Clay of the Foreign Claims Settlement 
Commission stated rather categorically that the claims under title III 
of the pending legislation related to cases which arose outside of 
Italy. 

The transcript of the testimony, which I have examined, indicates, 
however, that both Mr. Clay and Mr. Gillilland of the Foreign Claims 
Settlement Commission were not absolutely precluding cases which 
arose inside of Italy from coming under title III. 

We wanted to be sure that that is the case. I have been relieved 
somewhat this morning by talking with Mr. Gillilland. I am per- 
mitted to say for him that it is not the position of the International 
Claims Commission that all of these title III cases must have arisen 
outside of Italy. However, we think that the record should be rather 
clear on this, Mr. Chairman. 

Very briefly, we have no quarrel with the language. We believe 
that section 303 of the pending bill is adequate. We know of no un- 
derstanding between the two governments which would limit the $5 
million fund established under the Lombardo agreement to the pay- 
ment of claims which arose outside of Italy. 

As you know, section 303 of the bill states: 

The Commission is hereby authorized and directed to receive and determine, 
in accordance with the Memorandum of Understanding and applicable substan- 
tive law, including international law, the validity and amounts of claims of 
nationals of the United States against the Government of Italy arising out of 
the war and with respect to which provision was not made in the Treaty of 
Peace with Italy. 

We have no objection to that language. Our case was one which 
arose inside Italy. The Armstrong Cork Co. in 1940 purchased cer- 
tain cork from its subsidiary in North Africa. The cork was loaded 
on an Italian ship, the steamship Maria, on June 3, 1940. These dates 
are important. The ship sailed. It was destined for New York. 
On June 6 the Fascist regime in Italy, conspiring to wage an aggres- 
sive war, ordered this ship, and I presume other ships, to go into 
port. They ordered this ship to seek refuge at Naples. 

The Afaria arrived at the port of Naples at noon or about noon on 
June 9, the day before Italy plunged into the war. Sometime after 
that the cargo was discharged, was placed in a warehouse, and sev- 
eral months later, in fact, in 1941, the Tribunal of Naples, which we 
believe is a judicial tribunal, ordered this cork to be sold. It was sold 
for a pittance. There was no value for cork there, although there was 
a great demand for cork in the United States and other countries. 
That was the end of our cork. We were never compensated. We took 
the case, under article 78 of the treaty, to Italy in 1950 and they sum- 
marily rejected the claim. They said it wasn’t properly a war claim. 

We carried it to the Conciliation Commission, which was composed 
of an Italian, a neutral, and a member of our Government, and the 
Conciliation Commission upheld the position of Italy, although there 
was a very strong dissent on the part of our Government’s represent- 
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ative. We think it was an unrealistic decision because there was a 
chain of events after the cork reached Italy and after Italy was in the 
war, which deprived us of our property. 

So we were a little concerned when we read the record here a few 
days ago and found expressions to the effect that these title III claims 
would be available only to cases that arose outside of Italy. 

As I indicated, however, I am somewhat relieved in talking with 
Chairman Gillilland this morning that it isn’t their intention to rule 
out all of these cases, because there may be cases such as ours that arose 
in Italy, involving property damage, and which the Italian Govern- 
ment has not seen fit to redress under article 78 of the treaty. 

Chairman Ricuarps. Was there any question raised about the fact 
that at that time the United States Government was not at war with 
Italy? Was that a point of contention? 

Mr. Smrrn. No. Under the treaty of peace they are required to 
recognize June 10,1940, as the date. 

The decision of the Conciliation Commission was based on the fact 
that—well, the ship was ordered on June 6, 4 days before the war, to 
go into Italy. There has heen no contention about the fact that the 
United States was not in the war at that time. 

Chairman Ricuarps. You came in under the provision of the treaty ? 

Mr. Smirn. Yes. The treaty expressly covers United Nations na- 
tionals, and Italy undertook to make them whole for losses that they 
suffered. There was a chain of events which started from the order 
of June 6, but there were several things that happened after June 10, 
the date of Italy’s entry into the war, which deprived us of our prop- 
erty. We were never compensated. 

We think it isa fair claim which we hope to assert under title ITT. 

Chairman Ricnarps. You stated that you were not precluded from 
asserting and proving that claim under the language now in the bill, 
but you want to make it more definite and certain; is that right ? 

Mr. Smirn. Yes. The reason for that, Chairman Richards, is this: 
When Mr. Clay was here a few days ago he stated: 

The memorandum of understanding between the Government of the United 
States and the Government of Italy, dated August 14, 1947, properly referred 
to as the Lombardo agreement which sets up this title III fund, which Italy de- 
posited in the United States, to be used in compensating claims of American 
nationals attributable to Italy in which the loss or destruction arose outside of 
Italy. 

He was pretty categorical on that point. Later I believe Congress- 
man Morano questioned Mr. Gillilland and said: 

There is a possibility, then, an American having a claim against Italy for 
damage in World War II would come before the Commission for relief? 


He meant under title ITI of the bill. Mr. Gillilland said: 
Certainly if it happened outside Italy. That is the very purpose of it. 
Mr. Morano said: 

I mean, inside. 


Mr. Gillilland said: 


My offhand reaction is not, but I wouldn't want to put myself in a position 
where someone would read back the record of this committee and say that it was. 
Of course, I am reading back the record. But we were disturbed, 
and naturally so. We think that this situation ought to be pretty 
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clear. We are not trying to try our case here. We think that these 
title III claims ought not to appear on the record to be restricted to 
vases that arose outside Italy. 

Chairman Ricuarps. We will probably question Mr. Gillilland 
along that line later. You say you have that understanding. Of 
course, it is not in the record. 

Are there any questions? If we could make our questions as direct 
as possible, it would help, as we have a good many other witnesses 
here this morning. Mr. Fulton, do you have a question ¢ 

Mr. Fuiron. On title IIT, page 33 of the proposed act, there is set 
out what the meaning of terms will be under the act. Then you go 
over to page 34, subsection (5), and it states: 

“The war” means the war in which Italy was engaged from June 10, 1940, to 
September 15, 1947. 

I wanted you to check in your own mind and see if the period of 
limitation there is too severe on your claim, or should the term “war” 
be broadened to fit your claim ? 

Mr. Smirn. Well, that is a good question, Mr. Fulton. We appre- 
ciate your raising it. It would seem to me that the Commission could 
say that there was a situation that arose in part before that time, but 
there was a chain of events which happened after that time which 
deprived us of our property, and that therefore, “it arose out of 
the war.” 

Mr. Fuuron. Rather than take the committee’s time at this point, 
if you will check with me further, I will take it up with our experts as 
to language that might take care of broadening the language to be 
fair to your type of claim. 

On page 34, line 24, you will see that the Commission is authorized 
and directed to receive and determine claims, in accardance with 
memorandums of understanding and substantive law, including inter- 
national law. Question: I would rather not have it answered now, but 
when there is a decision by an international body, are you barred from 
then claiming under this particular act because your claim has already 
been decided ¢ 

On page 35, at the top of the page it says, “Against the Government 
of Italy arising out of the war.” Does your claim arise out of the 
war? As tothe sale of the cork in Naples, was that a warehouseman’s 
sale to get rid of it probably because the charges weren’t paid 
Would that technically be arising out of the war? 

Mr. Suirn. The Government, of course, had to authorize that sale. 
There was a chain of events that happened after June 10. 

Mr. Fuuron. Would you check that as to how broad the wording is? 
Likewise, on the previous testimony it stated that the funds were to 
meet claims of the United States nationals which arose as a result of 
military operations of Italian forces outside of Italy, I believe it has 
been said. 

Mr. Smiru. I don’t know what you are referring to now, Mr. Fulton. 

‘hairman Ricwarps. He is talking about the section and the page 
that. you are referring to. 7 

Mr. Fuiron. I am now moving on to the previous testimony that 
had been given here by Mr. Clay and Mr. Gillilland, where they had 
limited the operation of the act to claims arising out of military opera- 
tions of Italian forces in areas outside of Italy. If it is limited spe- 
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cifically to the operation of military forces anyplace, either in Italy or 
outside, it wouldn’t include your claim ? 

Mr. Smiru. No, sir. I don’t think they intended to limit it to mili- 
tary operations. I think they merely cited military operations that 
took place in Greece. 

Mr. Fcrron. Are you authorized by either of these gentlemen to 
say here that their testimony was not to be intended to be limited only 
to the acts or military operations of military forces ? 

Mr. Smiru. No, sir; I have not discussed that point with them. 

Mr. Futron. Could you get such a statement ? 

Mr. Smiru. I am aware of what their testimony was. I think in 
my own mind they wouldn’t limit it to military operations. 

Mr. Vorys. As I understand it, I don’t have article 78 before me, 
but in substance that article of the treaty provides that Italy shall pay 
war claims; isn’t that approximately right ? 

Mr. Smiru. Yes. It is fairly broad. 

Mr. Vorys. The Conciliation Commission, which was apparently 
set up pursuant to article 78, has decided that yours was not a war 
claim ? 

Mr. Smirn. Yes, sir. 

Mr. Vorys. If that is to be res judicata, then you are out. It looks 
to me as if yours might have been considered a war claim, but the 
tribunal which decided whether it was a war claim or not said it wasn’t. 
Under such circumstances it seems to me that the language of the 
statute that Mr. Fulton has referred to, pages 34 and 35: 
claims of nationals of the United States against the Government of Italy arising 
out of the war, and with respect to which provision was not made in the Treaty 
of Peace with Italy— 
that language in the statute would bar your claim because your claim 
has been decided as not arising out of the war. 

Mr. Futron. That is what I was afraid of. 

Mr. Vorys. And provision was made for your type of claim in the 
treaty of peace with Italy, article 78. If the decision of the Concili- 
ation Commission is final, and is accepted as final, then your claim is 
out because it is not a war claim. 

Mr. Smiru. The Conciliation Commission’s decision certainly 
wouldn’t be res judicata on the Foreign Claims Settlement Commis- 
sion of the United States. 

Mr. Futon. Could I answer that with you? That was a determi- 
nation under a particular peace treaty as to the jurisdiction of what 
came under the treaty. Their decision said: 

This particular claim of the Armstrong Cork Co. was not covered by this 
treaty as a claim arising out of the war with Italy. 

In this particular bill we could broaden the definition of war claims, 
as the language limits the time for claims arising between June 10, 
1940, and September 15, 1947. As we are working on another fund, 
separate from the treaty case, and as allowance under this bill is 
not by act of right but by act of grace, we could include such a claim 
as the Armstrong Cork Co. claim within the jurisdiction of this act. 

I was prncer g out by my questioning, which Mr. Vorys has very 
adequately filled out, that possibly the way it is now on this particular 


language that the Armstrong Cork Co. is falling between two chairs. 
We better make sure the provisions under this bill are that your type 
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of claim will be included, first, within the dates as to what war is, 
and secondly, as to the type of claim to be filed arising out of the war, 
and thirdly, making clear that the testimony of both Mr. Clay and 
Mr. Gillilland previously did not simply limit the jurisdiction to 
acts of armed forces giving rise to the claim. 

Mr. Gorvon (presiding). I understood, Mr. Fulton, the chairman 
said we would go into that phase of it later on. 

Mr. SmitH. Thank you very much. That, of course, will take care 
of us completely if that is done. We had not intended to make that 
specific request. We wanted to rely on the realism of the Foreign 
Claims Settlement Commission, and the fact that they wouldn’t con- 
sider that we were bound by the decision of the Conciliation Commis- 
sion, because this expressly states that the funds shall be used in appli- 
cation to claims of United States nationals ar ising out of the war with 
Italy and not otherwise provided for. 

Mrs. Ketiy. Did you carry any insurance on that cargo ? 

Mr. SmirH. We simply carried insurance on the cargo against fire 
and damage at sea, and that sort of thing. It didn’t cover war. It 
was a complete loss. 

Mr. Fuutton. Who owned the cargo at the time, you or your sub- 
sidiary ? 

Mr. SmirH. We owned it. We owned it the minute it was placed on 
the ship in North Africa. 

Mr. Fuuton. It was sold f. a.s. the North African port ? 

Mr. Smiru. Yes. 

Mr, Gorpon (presiding). Thank you very much, Mr. Smith. 

The next witness is Nicholas Chase. Mr. Chase. 


STATEMENT OF NICHOLAS J. CHASE, ATTORNEY, 
WASHINGTON, D. C. 


Mr. Cuase. May it please the chairman and the members of the 
committee, I am a lawyer with offices in the Wyatt Building here in 
Washington. We appear on behalf of Mr. Frederick Stafford of 745 
Fifth Avenue, New York City, a prospective claimant under section 
217 of the committee print, which appears on page 27, ladies and 
gentlemen. 

I am going to be brief. I would like to simply and directly point 
out two matters which afe of interest to us and, I am sure, to the 
Congress. 

Mr. Gorpon (presiding). Do you have a statement, Mr. Chase, a 
written statement that you want for the record, or do you want to make 
some remarks? 

Mr. Cuase. I wanted to make remarks in the interest of time. If I 
find I draw out my remarks, I have a brief memorandum which I may 
want to ask the chairman and the committee to accept. 

I won’t go over these two items to the extent that they have been 
covered by previous witnesses. The first point relates to section 217, 
subsection ft). page 27 and subsection (2), page 28. The committee 


will notice that in connection with this Balkan country section the 
language in lines 18 and 19, subsection (1), appears as follows: “prop- 
erty, rights and interests.” If you will go over to the next page, page 
28, where you are dealing with nationalization claims as dist inguished 
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from the war damage elaims, which were covered in the previous 
subsection (1), you see the same words in lines 3 and 4, “property, 
rights and interests.” 

We feel that while under subsection (1) the language “property, 
rights and interests,” may be clear in that the treaties with the Balkan 
countries cover both direct and indirect rights in the sense of stock 
ownership, that, on the other hand, we haven’t any assurance that that 
Janguage carries, either on its face or by interpretation, the same 
import when you come over to subsection (2), where you are dealing 
with the nationalization claims. 

In looking into the matter, I found that under the Yugoslavian set- 
tlement agreement the matter was specifically spelled out. In other 
words, the derivative rights that stem from stockownership were 
included by the specific terms of the settlement agreement which came 
into force on July 19, 1948, with Yugoslavia. 

In talking with the members of the Commission, and the General 
Counsel, I find that as a matter of precedent the legal staff there, in 
carrying out the terms of the Yugoslav agreement, has permitted 
claims to be filed and made awards when the indirect stockownership 
appeared. In other words, an indirect loss would cover a situation 
of this kind: 

A national-owned stock, say, in a Rumanian corporation. In terms 
of the law that would be an indirect loss. We take 1 other step 
where we have to pierce 2 or 3 corporate veils where a national-owned 
stock, let us say, in a French holding company, which in turn owns a 
substantial amount of stock in a Rumanian corporation that either 
suffered war damage or was nationalized. 

I don’t feel that the present language is entirely clear and adequate. 
We must be certain that the national or the claimant would be able to 

ursue through the various corporate structures his beneficial property 
interests. 

While this point has been touched upon by other witnesses in a 
rather cursory way, I would suggest that either as a matter of legisla- 
tive history, or by amendatory language that would please the com- 
mittee, that the words “directly or indirectly owned by the national,” 
be added, as it appears in context, particularly in subsection (2) of 
section 217. 

Under the language of the committee print it is entirely possible 
that someone as a matter of legal interpretation up at the Commission 
later on could say that as far as nationalization claims are concerned 
it. would only cover direct loss and wouldn’t cover indirect loss. Thus 
the importance of the amendment which we are proposing to you. 

Mr. Futron. What language specifically would you give us on this 
point ? 

Mr. Cuase. I would say that in connection with page 28, at least, 
lines 3 and 4, and it probably could be done just as well in connection 
with the language on lines 18 and 19 of subsection (1) on page 27, 
where the words “property, rights and interests” appear that you 
should add, “property, rights and interests, directly and indirectly 
owned by nationals of the United States in Bulgaria, Hungary and 
Rumania.” 

In that way it seems to me as a matter of administration the Legal 
Division and the Commissioners would have no doubt about the 
legislative intent. 
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The second point which I will try to briefly touch on has been covered 
by some—— 

Mr. Fuuron. On that first point, would you make any differentiation 
between the place where the national had a very small interest in the 
holding company, or a majority interest or the whole interest? » How 
small an interest will you follow through these various degrees of 
holding companies, first; and secondly, would the entire assets of, 
maybe, the subsidiary have to be taken over, or just some of the assets? 
Don’t you get into terrible accounting problems ? 

Mr. Cuase. I can say that in my study of the problem the experience 

under the Yugoslavian agreement is set out in this language, and I 
am quoting from article 2, subsection (b) : 
Directly owned by a juridical person organized under the laws of the United 
States, or a constituent State or other political entity thereof, 20 percent or 
more of any class of the outstanding securities of which were at such time owned 
by individual nationals of the United States, directly, or indirectly through 
interests in one or more juridical persons of whatever nationality, or otherwise; 
So you find a 20 percent floor or minimum. That would be fair and 
feasible. 

Mr. Furron. That is the point I am raising. Why shouldn’t we 
have an analagous limitation in this particular act? 

Mr. Cuase. I would think so. It would not make for accounting 
difficulties. 

In that connection, sir, I have drawn up here, and I will be brief 
and direct on it, language that is a little broader than the language 
that I just suggested a moment ago; namely, “directly or indirectly.” 

Mr. Fuuron. Will you please submit that? 

Mr. Cuase. I will submit it. 

(The material referred to is as follows :) 


CLARIFICATION OF SECTION 217 (1) AND (2) 


Eligible claimants, who have a direct interest or an indirect interest (through 
the ownership of shares of an intermediate corporation or corporations or other 
juridical entity or entities) in a foreign corporation or other juridical entity, 
may recover that portion of the loss which is equal to the proportionate bene- 
ficial interest in the corporation or other entity, provided at least 20 percent of 
such direct or indirect interest in such foreign corporation or other juridical 
entity is owned by eligible natural persons or juridical entities. 

Mr. Case. The other point relates to widening the scope of the 
coverage as embodied in eligibility status under subsection (1), sec- 
tion 217. The Commissioners have made clear, Mr. English of the 
State Department made abundantly clear, as well as other witnesses, 
that section 217 would obviously take in a national only in the re- 
strictive sense of that word, namely, a citizen of the United States 
at the time of the armistice. 

As I understand the proceedings to this point, there have been 
yersons who have appeared here and suggested that the status should 
be widened to take in a person who enjoys citizenship as such as of 
the time of the enactment of this proposed legislation. That is a 
matter, of course, to be resolved in the wisdom and discretion of the 
committee. 

Our problem covers persons who lacked final citizenship papers 
at the time of the armistice but who we feel very strongly are entitled 
to consideration and relief under this statute. I have in mind per- 
sons that fit into this general category: People who came here in, 
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let us say, 1940 or 1941 when things became disrupted on the Continent, 
and who came here on a permanent visa, and say by 1942 er 1943 had 
filed a declaration of intention, a declaration which manifested an 
intention to become identified with this sovereign before the war 
damage occurred in Rumania, and certainly before the armistice was 
made involving Rumania. These people were subject to the draft 
and complied with our selective service laws. 

Those people could not become citizens until they remained here 
5 years, as they are required to do under our naturalization processes. 

In our particular case, we came over here in 1940. We filed a decla- 
ration of intention in 1943. We had to wait 5 years, and in 1945 we had 
full-fledged citizenship. We pursued all the remedies that the law 
requires. 

We had completely expatriated ourselves from Rumania in every 
sense. We had demonstrated our allegiance to the United States of 
America before hostilities as such broke out, and certainly before 
war damage, certainly before nationalization, and we were citizens 
at the time the peace treaty with Rumania was effective. 

While perhaps under the nationalization section, subsection (2), it 
appears that a person in that category can qualify under the language 
as it is presently drawn in the committee print, such a person would 
not be able to pursue his remedy for war damage under the language 
of subsection (1) of section 217. 

So, to abbreviate my suggestion to the committee, we feel that per- 
sons who enjoyed the status of applying for citizenship, and who had 
filed a declaration of intention by the time of the armistice, in this 
case September 1944, and who enjoyed citizenship at the time of the 
making of the treaty in September 1947, ought to be permitted to 
qualify and deemed eligible to file claims. 

Those people know no other sovereign. Their allegiance was mani- 
fest, and unless they get the protection of this Government, they have 
no remedy, no forum, and they suffer total loss. 

I have embodied that thought in our memorandum, and with the 
noon hour approaching, and recognizing that other witnesses are de- 
sirous of being heard by the committee, with the permission of the 
Chair and committee I will leave the memorandum which covers both 
points with you. I thank you very much for the opportunity to be 
heard. We will also leave proposed drafts of amendments. 

Mr. Gorpoy (presiding). Thank you, Mr. Chase. 

Mr. Donovan. I should like to ask a question. What is your under- 
standing of the source of the funds against which these claims shall 
be made? 

Mr. Cuase. It is in a sense a domestic fund, and by that I mean it 
represents moneys that have been gathered pursuant to law from 
sources within the United States. 

Mr. Donovan. Let’s get away from the generalities. Specifically, 
what is your understanding of the source of these funds? 

Mr. Cuase. The great part of it would be alien property con- 
demned assets and Treasury blocked funds. 

Mr. Donovan. So that if the time should arise in the near future 
when the peoples of Hungary, for example, and Bulgaria should be 
free from the despotism and rule of the Kremlin, under the provisions 
of this proposed legislation funds which belonged primarily to citi- 
zens of those countries will be used to compensate American nationals 
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for damage that was really committed by unfriendly governments; 
is that correct ? 

Mr. Cuase. That is only partially correct. The funds of natural 
persons of the Balkan countries are specifically excluded in the com- 
mittee print. Thus only funds of the governments as such and the 
funds of corporations make up the fund from which claims would be 
paid. Sovereign and corporate wealth only, not the assets of indi- 
viduals, would be used. 

Mr. Donovan. That is all I want to know. 

Mr. Gorvon (presiding). If there is no objection from the members 
of the committee, we will insert the statement in the record. 

(The statement referred to is as follows :) 


ELIGIBILITY OF CLAIMANTS FOR WAR DAMAGES 


I 


In connection with war-damage claims there is one group of United States 
citizens, who have been completely, though perhaps inadvertently, overlooked 
in the present draft of the committee print of the bill. This group are those 
who were in the process of becoming American nationals when the armistices 
were made between the Allied Powers and the Balkan countries. This group 
of Americans who have since become United States citizens do not have the 
protection of any other government with respect to their losses. If they are 
not included in the group eligible for benefit under this legislation they would 
be subjected to unusual hardship and total loss. 

Section 217 (1) of the committee print sets out with respect to war-damages 
claims the class of persons from whom the Commission shall receive claims. 
By incorporating the language of the peace treaties with the Balkan countries 
for the purpose primarily of indicating that it is war-damage claims which are 
being considered, the language of the committee print limits the class of United 
States citizens who are eligible only to those who were nationals of the United 
States at the date of the armistice between the United States and the Balkan 
countries involved. Thus, even though a claimant qualified as having United 
States citizenship at the date of the signing of the peace treaty and at the date 
of the filing of the claim, he would be barred. 

There are presently in the United States a limited number of citizens who 
fall in this class. The persons aforesaid were at the time of the loss and at the 
time of the signing of the armistice between the countries permanent residents 
of the United States who had declared their intention of becoming citizens in 
conformity with the provisions of the Nationality Act of 1940, and were subject 
to draft registration and call. Only because of the requirement under our nat- 
uralization laws that a person live in the United States at least 5-years before 
he can become a citizen did this limited class lack citizenship at the date of the 
signing of the armistice. For example, a Rumanian who left Rumania in 1940 
on a permanent visa to enter the United States and who did enter this country, 
immediately filed a declaration to become a citizen of the United States, regis- 
tered for the draft, and who became a citizen of the United States at the earli- 
est possible time in 1945, would under the language of the present committee 
print not be eligible to file a claim for war damages done to his property in 
Rumania. 

The claims for payment of war damage losses being considered here are for 
payment out of funds entirely within the control of the United States Govern- 
ment and therefore this is purely domestic legislation. Rules of international 
law pertaining to the time when a national of the country must have his claim 
in order for it to be paid by and out of funds of the other country do not there- 
fore apply to this legislation. As a matter of fact even under international law, 
the rule which requires a person to have been a national of the claimant country 
both at the time the loss occurred and at the time the claim is filed, has been 
considerably relaxed, as evidenced by the treaty of peace with Italy and the 
Salkan countries. (The Rumanian Treaty requires citizenship on the date of 
the armistice, not necessarily at the time of the loss. ) 
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In domestic war-damage legislation Congress has absolute discretion in setting 
the rules governing the eligibility of claimants. It may abandon international 
law precedents or rules. It so acted with respect to eligibility of claimants 
under the War Hazards Act and the Defense Bases Act. Since this is so, con- 
sideration should be given to the most equitable classification of eligible claim- 
ants. Upon such considerations the group of American citizens hereinbefore 
deseribed, and who are presently not included, should without question be en- 
titled to relief under the pending bill. 

This idea is not new. In fact at the time that the settlement of nationaliza- 
tion claims against Yugoslavia was being considered, the Senate considered the 
equities of this group so persuasive that it determined at one stage to include 
them for relief. This group was eventually excluded in conference, but only on 
the ground that since in the Yugoslavian claims the settlement was between 
governments to include them would run counter to the old rule of settlement of 
claims under international law (where the claimant must be a national of the 
country making the claim at the time of loss as well as at the time the claim is 
filed.) While there may be some basis for such reasoning in connection with 
an award from a foreign country in settlement of a specific category of inter- 
national claims, there is no similar reason for excluding them from the benefits 
of purely domestic war-damage compensation. 

The position which is urged here with respect to this class of citizens was 
espoused by the old War Claims Commission in its report and recominendations 
to the Congress on January 14, 1953 (H. Doe. 67, 83d Cong., Ist sess.). 


II 


There is one other matter that should be clarified in the present draft of the 
legislation both as to war damage and nationalization claims. This concerns 
the rights of American nationals who are stockholders in noneligible juridical 
entities (corporations). Such American nationals fall into two groups, both of 
which should be protected. The first group involves the American national 
who is the owner of stock in a corporation who has suffered directly from war 
darnage or nationalization losses. For example, a United States national owns 
stock in a Rumanian corporation, which corporation suffered war damage in 
1943 and was nationalized in 1948. The direct loss was suffered in the Rumanian 
corporation, but the American national suffered indirectly as a stockholder in 
that corporation. 

The second group consists of American nationals who own stock in an in- 
eligible corporation, which in turn owns stock in another ineligible corporation 
which suffered direct losses. For example, an American national owns 75 per- 
cent of the stock of a French corporation. The French corporation owns 75 
percent of the stock of a Rumanian corporation which suffered war damage and 
was nationalized. Both the French corporation and the Rumanian corporation 
are ineligible claimants under the language of the committee print. 

In both the above cases the American national should be permitted to follow 
his interest into the ineligible corporations which suffered the direct loss, and 
to recover his proportionate share of that loss from funds available in the 
United States. 

In the Yugoslavian settlement agreement this was provided for by specific 
provision. It should be provided for by specific provision in the pending bill. 
This can be done by amendatory language. 


CLARIFICATION OF SECTION 217 (1) 


To qualify as a claimant, the individual must have been either a citizen of the 
United States, a national of the United States, or a permanent resident of the 
United States who had formally declared his intention of becoming a citizen of 
the United States at the date of the armistice between his former domiciliary 
government and the United States of America, and have become a citizen of the 
United States at the date the respective peace treaty came into force, and at the 
time of the filing of the claim must have been either a national or a citizen of the 
United States. 


Mr. Gorpon (presiding). Mr. Bernard Kovner. Do you want to 
make a statement or make some remarks regarding your statement 
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STATEMENT OF BERNARD KOVNER, ATTORNEY, OF GREENWALD, 
KOVNER & GOLDSMITH, NEW YORK, N. Y. 


Mr. Kovner. If the committee would permit it, I would prefer to 
read a very short prepared statement. I feel it would save a great 
deal of the committee’s time and would make my position much 
clearer. 

Mr. Gorpon (presiding). You may. 

Mr. Kovner. My name is Bernard Kovner. Our firm is Greenwald, 
Kovner & Goldsmith. We practice law in the city of New York. 
We appear on behalf of a private person, a United States citizen, 
Nicholas L. Deak 

Mr. Chairman and members of the committee, I very much appre- 
ciate this opportunity to appear before you on beh: lf of my client, 
Nicholas L. Deak, a citizen of the United States. 

Mr. Deak is a war veteran, having served with the United States 
Armed Forces from October 1942 to June 1946. He entered the 
Army as a private and was assigned to special training for the Office 
of Strategic Services. Upon completion of his training, he volun- 
teered for paratroop duty. He was promoted to first lieutenant and 
assigned to combat to the North African theater of operations. After 
service there, he was trained for aerial photographic reconnaissance 
duty, and at the end of 1944 was assigned to the China-Burma-India 
theater of operations. He participated in the invasion of Malaya 
and in the cleanup action in French Indochina. In 1945, during the 
invasion of Malaya, he was promoted in the field to the rank of 
captain. He received commendation from Mountbatten’s command 
for special work done against Japanese units, in addition to various 
other decorations. 

Mr. Deak’s interest in the proposed meee arises by reason of 
a judgment which he obtained on April 4, 1951, in the Supreme 
Court of the State of New York against a Swiss corporation, called 
Mobiliare Verkehrs, A. G. This judement was based upon a con- 
tract entered into in September 1940, under which a dollar claim 
accrued to Mr. Deak. In 1941 Mobiliare ceased payment on its 
dollar obligation, so that it finally became necessary to sue Mobiliare 
and to attach its blocked funds. 

After Mr. Deak obtained judgment, he filed an application with 
the Office of Alien Property for a license authorizing the payment 
of his judgment out of the attached funds. This application was 
denied on the ground that there was reason to believe that Mobiliare, 
although a Swiss corporation and doing business in Switzerland, 
was owned or controlled by Hungarian interests, so that the assets 
were blocked as Hungarian assets. It was stated that under policies 
prescribed by the State Department, no licenses would be issued until 
the Congress had determined the policy to be followed with respect 
to Hungarian assets. 

We have repeatedly protested to the State Department against this 
decision. We made it very clear that all our dealings had been with 
the Swiss corporation, that this company was actually doing busi- 
ness in Switzerland, and that we had no knowledge of the pur- 
ported Hungarian stock interest in the Swiss corporation. Indeed, 
we still have no knowledge as to the nature and extent of any Hun- 
garian interest in Mobiliare. If this were an American corporation 
owned or controlled by Hungarian stockholders, we would have had 








176 FOREIGN CLAIMS SETTLEMENT COMMISSION 


no diffeeulty in getting a license authorizing the satisfaction of our 
judgment. We urged, to no avail, that the same policy should be 
followed with respect to Swiss corporations; that American creditors 
should be permitted to satisfy their judgments against Swiss cor- 
porations;.and that the existence of dny Hungarian interest in the 
stock of the corporation should not be a barrier to the payment of 
established American claims. Mr. Deak thus has been unable to 
obtain satisfaction of the 15-year-old claim against the Swiss cor- 
poration, even though he had attached its dollar assets and had 
obtained judgment. ee 

Under section 202 (a) of title IT of the committee print, it is now 
proposed that the Swiss corporation may be treated as a Hungarian 
national and all of its dollar assets may be vested if the President 
or his designee should determine that a substantial part of its stock 
was owned or controlled directly or indirectly, as of September 15, 
1947, by Hungarian nationals. It is also proposed that the only rem- 
edy of creditors and of lien claimants should be that specified in the 
bill. 

As we read the provisions of title IT, we believe that Mr. Deak would 
qualify as an eligible claimant. But the language of the bill is highly 
technical and the President’s designee may take a contrary view. The 
bill provides that under certain circumstances, the decision of the 
designee will be final and not subject to judicial review. Our claim 
has already been judicially determined and our position is that we 
should not be required to resort to the claims procedure and to wait 
additional years and years to obtain satisfaction of our judgment, but 
should be permitted to have our judgment satisfied out of the attached 
property before any vesting takes place. We must emphasize again, 
that the corporation with whom we dealt is a Swiss corporation. 

We think there is serious doubt whether the peace treaty with 
Hungary affords any basis for the vesting by the United States of the 
assets of a Swiss corporation. We believe that at the most, the peace 
treaty authorizes the seizure of the Hungarian equity in the assets 
and no more. If there are Hungarian stockholders, their rights should 
be subordinated to the rights of creditors. Their rights are to share 
in the net equity after the payment of corporate liabilities. If there- 
fore the assets of the Swiss corporation are to be vested because of the 
indirect interest of Hungarian stockholders, attachments and judg- 
ments of United States nationals against the assets of the corporation 
should be permitted to be satisfied before the vesting action takes 
place. We urge that the proposed bill be amended in such a way as 
to make clear the sieletiaassiall intent that the Office of Alien Property 
should immediately issue licenses authorizing the payment of judg- 
ments in favor of United States nationals against corporations organ- 
ized and doing business in nonenemy countries, where assets have 
been attached to secure payment of the judgments. These claims have 
already been judicially determined and should be given full recogni- 
tion. It does not seem just that an American judgment creditor of a 
Swiss corporation should be denied the opportunity of obtaining 
prompt satisfaction of his judgment. 

If the committee will be good enough to turn to the committee print, 
we have designed an amendment which we think will implement our 
thoughts. 
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This thought can, in our opinion, be carried out by adding a proviso 

to section 202 (a) as follows: 
Provided, That any such property, rights, and interests determined by the Presi- 
dent or his designee to be owned directly by corporations organized and doing 
business under the laws of any country other than Bulgaria, Hungary,,and 
Rumania, shall vest subject to any warrant of attachment or writ of execution 
issued against such property, rights, or interests, in accordance with State or 
Federal law and prior to the first day of January 1955, to secure or satisfy 
payment of judgments in favor of nationals of the United States. 

I would like to interpolate that the reason I am suggesting the 
first day of January 1955, rather than the date of the enactment of the 
bill is to discourage any people who might have an idea of obtaining a 
judgment between this time and the time of the enactment of the bill. 
So it seemed to me that January 1, 1955, would be an appropriate 
cutoff date. 

Although the proposed amendment does not in terms direct the issu- 
ance of licenses covering the payment of the judgments, we are con- 
fident that the Office of Alien Property will follow the policy im- 
plicit in this amendment and will issue the appropriate licenses 
promptly. If the property is vested before the license is issued, the 
amendment will make clear that the judgment creditor’s rights are 
unaffected by this vesting action. 

We should be very happy to answer any questions the committee 
may have and to supply any information which the committee may 
desire. 

Mr. Gorvon (presiding). Do the members of the committee have 
any questions ? 

Mr. Vorys. I have this question, Mr. Chairman. I confess my un- 
familiarity with the status of the Office of Alien Property. You have 
a judgment 

Mr. Kovner. We lave a judgment in the Supreme Court of the 
State of New York. 

Mr. Vorys. Is it possible to make the Alien Property Custodian a 
party to the judgment in any form ¢ 

Mr. Kovner. No, sir. Our claim doesn’t arise against the property 
of the Alien Custodian. Our claim was a claim arising out.of a con- 
tract against this Swiss corporation. The only parties.before the 
court would be the parties who entered into the contract. 

The action of the Office of Alien Property Custodian arises, as | 
understand it, Mr. Vorys, as a result of the Executive Order 8389, 
which requires the granting of a license to withdraw funds which have 
been blocked. These funds, because they were Swiss funds, were 
blocked under that order. I believe that blocking took place some- 
time in 1940 or 1941. 

It became impossible from the time that we commenced our action, 
even though we attached the funds, to have these funds paid over to 
the sheriff before judgment was entered, or paid over to the sheriff or 
paid over to ourselves after the judgment was entered by virtue of the 
blocking order. , 

Mr. Vorys. It would seem to me that if a diligent creditor has ob- 
tained a lien, or has established claim to these funds, that there ought 
to be some place where that should be decided rather than in a statute. 

Mr. Kovner. I would love to agree with you but unfortunately it 
ran’t be done. : 





1 See also Mr. Kovner’s letter in appendix. p. 216. 
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Mr. Vorys. You had a hard time of it, but your proposed amend- 
ment would have the Congress execute your warrant of attachment 
or. writ of execution, 

It would seem to me that is the important thing in your case. Each 
time we broaden this we dilute whatever anybody is going to get, and 
each time the Congress establishes a new class of creditors or a new 
class of preferences, then right outside that is a new fringe. 

It would seem to me that if your proposition in law is sound that 
you are, at least entitled to the beneficial interest of the Swiss cam- 
pany, minus the Hungarian interest. Isn’t that your proposition ? 
The worst that could be done would be to have the Hungarian interest, 
whatever it is, made part of this fund. You first argue that this being 
a Swiss corporation that settles it, and your attachment is valid and 
should be paid. 

Mr. Kovner. That is absolutely right. 

Mr. Furron. And second, that the creditors would come in full first 
before any stockholder is paid, Hungarian, American, or otherwise 
in this Swiss company. 

Mr. Kovner. I confess that I have carried that idea right from 
law school. I never heard of any other doctrine. I would like to see 
that carried out here. 

Mr. Vorys. The Swiss corporation may have all kinds of interests. 
We heard a few minutes ago that we are supposed to follow holdings 
through holding companies, and so forth. Certainly this committee 
isn’t, very well qualified to pass judgment on the validity of attach- 
ments or their priorities. 

Mr. Kovner. Mr. Vorys, let me try and answer the questions that 
you raise, as I understand them. 

In the first place, if this committee doesn’t do it, or if the Congress 
doesn’t do it, we will have absolutely no other choice but to file a claim 
and to go through the procedures that are outlined in the bill, and 
I have stated in my memorandum why I don’t think we should be 
subjected to that. However, I am reliably informed—— 

Mr. Vorys. You lose your preference ? 

Mr. Kovner. Yes. I am reliably informed by Mr. Alk, who is asso- 
ciated with me in this matter, he being an expert in the licensing 
features of this matter, that it has been judicially determined that 
the courts are powerless to compel the issuance of a license and that 
the judgment cannot be satisfied unless a license is obtained. If the 
property is vested without a savings clause in the legislation, there 
may be a question as to what happens to the judgment. 

I may say further, and this argument is addressed probably to con- 
venience rather than anything else, that I doubt whether there are 
many people in this entire country that are similarly situated in this 
situation, that is, an American citizen having a claim against the 
Swiss corporation with either some Rumanian, Hungarian, or Bul- 
garian interest. 

Mr. Donovan. What about the Russian insurance companies, going 
back 30 years ago ? 
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Mr. Kovner. Mr. Donovan, I am in a state of woeful ignorance as 
to that. I wouldn’t care to answer. I feel that the recognition of this 
claim or the provision for recognizing this claim would not in any 
way interfere with the pattern and with the entire scheme which has 
been designed to vest these interests. 

I was here yesterday. I have kept abreast of the hearings of the 
committee. Iam glad to say there doesn’t seem to be anyone else who 
is similarly situated, s so it would not seem to impose an undue burden 
upon the Congress to provide for what we consider is just and fair 
treatment. 

Mr. Donovan. When did you bring suit in New York? 

Mr. Kovner. In 1950. 

Mr. Donovan. When did the claim arise? 

Mr. Kovnrr. The contract was made in 1940. ‘They stopped pay- 
ing dollars in 1941. 

Mr. Donovan. How much was the claim ? 

Mr. Kovner. The original amount was $50,000. 

Mr. Donovan. Was the defendant represented by counsel ? 

Mr. Kovner. No. We obtained jurisdiction by an attachment, serv- 
ice by publication, service by registered mail, in accordance with the 
statute, and after default Mr. Deak had to testify, as you probably 
know, in order to obtain a judgment. 

Mr. Donovan. I just wanted to know. It was a default judgment ? 

Mr. Kovner. Yes. The default isn’t as much of a default in sub- 
stance as one would think. There have been at least four attorneys 
that I know of, including someone from the Swiss Consulate, that 
have inquired about this action. 

Mr. Donovan. Doesn’t the Swiss corporation have lawyers in New 
York? It is organized under the laws of a neutral country. 

Mr. Kovner. They have lawyers in New York. They have been 
in touch with me. For 414 years they have done nothing. I can’t 
compel them to. 

Mr. Donovan. Are they relying on the refusal of giving the license 
as a better defense ? 

Mr. Kovner. I wish I knew, sir. 

Mr. Futon. What kind of a contract was it? Was it a contract 
for services or was it a deposit of money ? 

Mr. Kovner. Mr. Deak originally came from Rumania—— 

Mr. Futon. Just generally. 

Mr. Kovner. It was a contract to supply Rumanian lei in Rumania 
in exchange for dollars here, and all the lei were supplied in Rumania 
to the defendant, who had requests to fill orders for Rumanian lei. 

Mr. Futon. Possibly could it be that the reason that the claim was 
not defended was that the Swiss company did not care what ht 
of claimants got the money as against another group of claimants? 
They felt it was blocked as far as s they were concerned by the United 
States Government, that if it was blocked to them as a company, then 
they didn’t care which claimant got it? I am just making that as a 
suggestion. 
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The second thing is this: Shouldn’t this congressional committee 
give full faith and credit to the judgment of any recognized court of 
any State or Territory of this country of ours? 

Mr. Vorys. The Supreme Court didn’t in the Pink case. 

Mr. Kovner. Mr. Fulton, I might say one of my partners was in the 
offiee of the defendant corporation last spring when he was in Europe, 
and what you have just observed is exactly what they told him, that 
we didn’t care what happened to it, that it was going to go to some- 

y. 

Mr. Futon. In this particular case the Swiss corporation, because 
of the blocking of the assets by the United States Government, might 
have pretty well abandoned the assets. Then that wouldn’t give 
proper defense for other classes of creditors. On the other hand, as 
long as the judgment of a competent United States or State court of 
adequate jurisdiction is standing unattacked and unimpeached, then to 
me full faith and credit must be given under the United States 
Constitution. 

Mr. Kovner. That has been the situation for over 4 years and we are 
helpless. We have to keep on going through certain legal processes 
every 6 months, extending the sheriff’s time to commence an action 
to reduce to possession, and if, Lord forbid, we should be 1 hour 
late or don’t serve a certified copy or don’t do any of the things 
required by the technical provisions of the statute, we are out and 
everything we have done until now is worthless and by the boards. 

Chairman Ricuarps. Thank you, sir. Mr. Paul Neuberger. Mr. 
Neuberger, have you a prepared statement ? 


STATEMENT OF PAUL NEUBERGER, COUNSEL FOR THE BULGARIAN 
CLAIMS COMMITTEE, NEW YORK, N. Y. 


Mr. Nevsercer. I only have notes, but I will prepare a statement 
which I would like to submit. 

Chairman Ricuanrps. It is not necessary, if we have your testimony. 
Will you proceed, sir. 

Mr. Nevusrrcer. Mr. Chairman and members of the committee, I 
wish to thank you for the opportunity afforded me to testify today. 
My name is Paul Neuberger. I am an attorney practicing in New 
York and a member of the law firm Hoffman, Buchwald, Nadel & 
Hoffman. I am counsel for the Bulgarian Claims Committee and I 
have been and am counsel for the Committee for the Protection of 
Claimants Pursuant to the United States Yugoslav Claims Settlement. 
T was an attorney in Yugoslavia for 18 years before World War II 
and I am familiar with the present as well as the prewar situation in 
Eastern Europe in all respects, as it pertains to this committee print. 

A few weeks ago I submitted in the name of the Bulgarian Claims 
Committee proposed amendments to the committee print and I respect- 
fully request to have these amendments made a part of the record. 

Chairman Ricnarps. Mr. Neuberger’s several amendments will be 
made a part of the record at this point, if there is no objection. 
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(The amendments referred to are as follows :) 


PROPOSED AMENDMENTS TO THE COMMITTEE PRINT OF THE HOUSE OF REPRESENTA- 
TIVES BILL TO AMEND THE INTERNATIONAL CLAIMS SETTLEMENT Act oF 1949, As 


AMENDED 
PRESENT TEXT 


Title II, page 2, section 201, subsec- 
tion (5), reads as follows: 

“ ‘Nationals of the United States’ in- 
cludes (A) persons who are citizens of 
the United States, and (B) persons 
who, though not citizens of the United 
States, owe permanent allegiance to the 
United States. It does not include 
aliens.” 

Title II, page 27, section 217, reads 
as follows: 

“The Commission is hereby author- 
ized and directed to receive and deter- 
mine in accordance with applicable sub- 
stantive law, including international 
law, the validity and amounts of claims 
of nationals of the United States against 
the Governments of Bulgaria, Hungary, 
and Rumania, or any of them * * *” 


Title II, page 32, section 226, reads as 
follows: 

“The Commission shall complete its 
affairs in connection with the settle- 
ment of claims pursuant to this title not 
later than four years following the en- 
actment of this title, or following the 
enactment of legislation making appro- 
priations to the Commission for the pay- 
ment of administrative expenses in 
curred in carrying out its functions un- 
der this title, whichever date is later: 
Provided, That nothing in this provi- 
sion shall be construed to limit the life 
of the Commission, or its authority to 
act with respect to other categories of 
claims which may be effected under the 
provisions of this legislation.” 


TEXT WITH PROPOSED AMENDMENT 


“ ‘Nationals of the United States’ in- 
cludes (A) persons who are citizens of 
the United States, (B) persons, who. 
though not citizens of the United States, 
owe permanent allegiance to the United 
States, and (C) persons, who, in accord- 
ance with the Treaties of Peace defined 
in Subsection (2) of this Section, had 
been treated as enemy under the laws 
enforced in Bulgaria, Hungary and Ru- 
mania during the War and who, on the 
effective date of this Act, were citizens 
of the United States. It does not in- 
clude aliens.” 

Same, except the phrase “interna- 
tional law” to be stricken. 


“The Commission shall complete its 
affairs in connection with the settle- 
ment of claims pursuant to this title 
not later than two years following the 
enactment of this title, or following the 
enactment of legislation making appro- 
priations to the Commission for the pay- 
ment of administrative expenses in- 
curred in carrying out its functions un- 
der this title, whichever date is later: 
Provided, That nothing in this provi- 
sion shall be construed to limit the life 
of the Commission, or its authority to 
act with respect to other categories of 
claims which may be effected under the 
provisions of this legislation.” 





COMMENTS 


1. The amendment proposed to title II, section 201 (5) is based on the 
treaties of peace with Bulgaria, Hungary, and Rumania signed at Paris on 
February 10, 1947. For the purposes of the draft bill, these treaties should be 
considered as points of departure in the determination of the Congress as to 
the type and nature of compensation. The draft bill so provides, when in title 
II, section 217 (1) reference is made to article 23 of the treaty of peace with 
Bulgaria, articles 26 and 27 of the treaty of peace with Hungary, and articles 
24 and 25 of the treaty of peace with Rumania, which articles are set out as 
the basis of compensation for war claims. 

But these peace treaty articles also provide that eligible claimants shall 
include “United Nations nationals’ which term includes (see art. 23 (8) 
of the peace treaty with Bulgaria, for example) all individuals, corporations, 
or associations who, under the laws enforced in Bulgaria during the war, were 
treated as enemies. Yet the draft bill would depart from the treaties of peace 
by Himiting claims eligibility to United States nationals, i. e., persons who were 
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citizens of the United States at the time of the respective armistices with Bul- 
garia, Rumania, and Hungary—1944, 1945. The effect of the present draft 
would be to exclude United States citizens of Rumanian, Bulgarian, and Hungar- 
ian origin who were United Nations nationals and, therefore, eligible to reeover 
under the treaties of peace, who found a haven in the United States and became 
citizens of the United States after the armistices of 1944 and 1945. Such 
persons should not be excluded merely because they were not citizens of the 
United States at a time when they were United Nations nationals. This would 
be an unwarranted application of inapplicable principles of “international 
law.” The funds vested and to be vested should be made available not only 
for United States citizens who were citizens during the war, but also for those 
who were victims of the war and covered by the treaties of peace who are now 
citizens of the United States. It would constitute grave injustice and in 
violation of the spirit and letter of the treaties of peace to exclude these citizens 
of the United States merely because they acquired United States citizenship 
after the war. 

The United States is free to devote these Bulgarian, Rumanian, and Hungarian 
funds to such purposes as it desires in the interests of justice and equity. The 
proposed amendment facilitates justice by liberalizing rather than harshly 
restricting the eligibility of those citizens of the United States who would be 
able to obtain some measure of redress. Thus the following provision in the 
treaty with Hungary (art. 29) is repeated in the treaties with Bulgaria and 
Rumania: 

“1. Each of the Allied and Associated Powers shall have the right to seize, 
retain, liquidate, or take any other action with respect to all property, rights, 
and interests which at the coming into force of the present Treaty are within 
its territory and belong to Hungary or to Hungarian nationals, end te apply 
such property or the proceeds thereof to such purposes as it may desire, within 
the limits of its claims and those of its nationals against Hungary or Hungarian 
nationals, including debts other than claims fully satisfied under other Articles 
of the present Treaty. All Hungarian property, or other proceeds thereof, in 
excess of the amount of such claims shall be returned.” (Emphasis supplied.) 

When the International Claims Settlement Act of 1949 was originally under 
consideration, Senator Wiley proposed an amendment pursuant to which per- 
sons who, at the time their claims arose, were permanent residents of the United 
States and had declared their intentions to become citizens, and who, prior to 
the effective date of settlement, had acquired United States citizenship (see 
S. Rept. No. 800, 8ist Cong., Ist sess. on H. R. 4406) would be eligible as claim- 
ants in future claims programs with other countries. The Senate Committee 
on Foreign Relations and the Senate itself adopted the amendment. Unfortu- 
nately, as a result of conference action, the amendment did not become law. It 
should become law now. 

As the Senate report shows, the Senate was impressed by the hardship factor. 
It felt that, under the circumstances, an attempt to extend the traditional con- 
fines of protection was justified. It is sound policy to try to satisfy as large a 
group of American citizens as possible, although each claimant might receive 
only a small percentage of his claim out of the suggested funds. 

2. The language “including international law” in section 217 of the draft bill 
is, on the above basis, unnecessary since it can operate only to reduce the eli- 
gibility of American citizens as claimants. The provisions of the treaties of 
peace cited above, when added to the phrase “applicable substantive law”, 
amply provide rules of decision for the Commission. The experience of the 
Commission in its Yugoslav adjudications is that “international law,” in the 
main, was a basis for exclusion of claimants, American citizens who had suf- 
fered economic loss, causing great hardship and failure to compensate. The 
Bulgarian, Hungarian, and Rumanian claims provided for in the draft bill were 
not settled on the basis of diplomatic espousal under international law. The 
restrictive features of “international law” are not here germane. 

3. It seems unjust and unnecessary to allow a 4-year period for the Commis- 
sion to complete its work. It is common experience in claims matters that claims 
commissions take the maximum period allowed by Congress to complete. their 
activities. The International Claims Commission set up by the International 
Claims Settlement Act of 1949, having an original 4-year period provided, ac- 
complished very little during the first 2 or 3 years, at the expense of the claim- 
ant’s funds (the administrative cost exceeded the amount awarded claimants), 
while more than 1,000 claims were adjudicated by the Foreign Claims Settle- 
ment Commission within less than 1 year. The act, in fact, was amended to 
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give the Commission an additional 9 months to complete the 4-year assignment. 
In addition, it is difficult under present circumstances to var the possibility 
of field staffs in Bulgaria, Rumania, Hungary, or the U. R., which would 


necessitate the delays which field investigation ae eine i. Yugoslavia under 
the Yugoslav program. 


Experience should induce the Congress to limit the time for adjudication to 
no more than 2 years. 

Mr. Nevupercer. I have been asked for advice by a large group of 
claimants, Americans of Bulgarian extraction organized in the Bul- 
garian Claims Committee, for which committee I “submitted the pro- 
posed amendments. While it is true that the text of these amend- 
ments are accompanied with comments, I feel that it would be valuable 
to the committee for me to amplify and highlight certain of these 
comments and to reply to such questioning as the members of the com- 
mittee may have. Although I represent a group of prospective claim- 
ants who have organized themselves into the Bulgarian Claims Com- 
mittee, I wish to ‘testify as to my own views as an attorney who has 
worked in the field of international law for many years and who in the 
last 6 years acquired a detailed understanding and a great deal of 
experience with regard to the adjudication of Y ugoslav ‘claims under 
the present act. I believe this experience to be of value in forecasting 
certain of.the problems which will face the Commission under the 
committee print. 

In 1949, I had the honor of testifying before this committee in an 
attempt to justify certain amendments to the bill which was then 
pending before the Congress and which was later enacted as the Inter- 
national Claims Settlement Act of 1949. In this testimony, I pointed 
out certain of the very difficult problems which the Commission 
would inevitably face and I suggested that these amendments be con- 
sidered by this committee. A number of these amendments were not 
enacted because it was felt that the Commission could itself meet the 
problems without statutory enactment. During the past 5 years in 
my careful study of the decisions of the Commission, I became more 
and more convinced that much trouble, delay, and inequity could 
have been avoided if Congress had directed the Commission in the 
statute itself as to the course it should take in deciding claims. To a 
certain extent, I am here today advocating the same type of approach 
in connection with the committee print in order that the Commission 
might be saved difficulties in the future. 

For example, if the term “a national of the United States” had 
been more specifically defined by the Congress in the original act and 
had the Congress adopted the amendment submitted by Senator 
Wiley, and favorably voted upon by the Senate, many United States 
citizens, whose claims were denied by the Commission, would have 
benefited by the distribution of the Y ugoslav fund. These claimants 
are now embittered and dissatisfied, and continue to flood the Depart- 
ment of State with petitions and applications for compensation for 
their unquestioned property losses. These American citizens are at 
present seeking the protection of their Government as to their prop- 
erty rights and for the payment of their bank accounts in Yugoslavia. 
A number of them have filed suits in the United States District Court 
for the District of Columbia against the Commission and the Secre- 
tary of the Treasury because of the actions of the Commission in 
denying their claims. I will dwell upon this situation at some lengths 
in the second portion of this statement. 
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A number of able attorneys have testified before this committee 
that the principles of international law cannot and should not apply 
to the program envisaged in the committee print because the legisla- 
tion now being considered by this committee is purely domestic and 
municipal legislation. It is beyond-doubt that to apply inapplicable 
principles of international law under the present circumstances would 
operate to exclude many just claims. No doubt the basic principle 
should not be the technical provisions of international law, but rather 
the principles of justice and equity. There can ‘be no serious doubt 
as to this proposition. I fully concur in the opinions of my learned 
colleagues in this respect. 

I should like to add to the discussion of my colleagues this obser- 
vation: The former International Claims Commission and the present 
Foreign Claims Settlement Commission are not international tribu- 
nals set up by treaties or diplomatic arrangements under international 
law, but were and are creations of the Congress on a parity with other 
administrative bodies, are manned by American quasi-judicial officers 
for the single purpose of distributing funds which are to be vested 
by the United States and are wholly under its control. In this re- 
spect, permit me to cite the provisions of article 29 of the treaty of 
peace with Hungary which is also repeated in the treaties with Bul- 
garia and Rumania. 

Each of the Allied and Associated Powers shall have the right to seize, retain, 
liquidate or take any other action with respect to all property, rights and in- 
terests which at the coming into force of the present treaty are within its terri- 
tory and belong to Hungary or to Hungarian nationals, and to apply such 
property or the proceeds thereof to such purposes as it may desire, within the 
limits of its claims and those of its nationals against Hungary or Hungarian 
nationals, including debts, other than claims fully satisfied under other articles 
of the present treaty. All Hungarian property, or the proceeds thereof, in excess 
of the amount of such claims, shall be returned. 

Mr. Donovan. May I interrupt? What is the date of that treaty? 

Mr. Neupercer. February 10, 1947. 

The clear import of this provision is that the United States, being 
one of the Allied Powers is free to use the proceeds of seized properties 
for such domestic purposes as it may desire in order to effectuate the 
policy of the United States as expressed by the Congress. ‘The United 
States is not restricted in any respect as to the disposition of this 
property nor is it required to conform to traditional principles of in- 
ternational law which principles are wholly inapplicable in any event. 

My purpose in making the above observations is to call to the atten- 
tion of this committee the fact that the committee print, as presently 
drafted, greatly limits the eligibility of United States citizens to attain 
compensation out of vested funds for property lost in Bulgaria, 
Rumania, and Hungary. 

Chairman Ricwarps. Will the witness desist for one moment? We 
have a rolleall down on the floor of the House. A good many of the 
Members have had to go and answer. I would suggest at this point, 
that IT am going to have to adjourn the committee until tomorrow 
morning at 10:30, that you can finish your testimony then. 

Mr. Neusercer. I can finish in a few minutes, as I will take only as 
an example for the necessity of the proposed amendments the legisla- 
tion concerning confiscation and nationalization in Bulgaria. My 
other comments will be contained in my written statement. I wish 
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now only to give an explanation on example of the Bulgarian legisla- 
tion, which I believe it would not only be in the spirit of the peace 
treaties, but also practically advisable to extend the eligibility of 
claimants. 

The strict application of the citizenship requirements at the time of 
taking would Yead to inequities and complications which would delay 
the work of the Commission. In Bulgaria for example by the decree 
of September 3, 1944, the return of all property to their legal owners 
had been ordered. Naturally such return could be effectuated onty-to 
property which had been still in existence at that time, while damages, 
tosses of properties, deposits, personal injuries, and so forth, still 
remained open and were not compensated. 

The Bulgarian Government, when it decided to proceed with con- 
fiscation and nationalization, put its confiscatory measures gradually 
into effect. 

On April 5, 1946, for example, a law was enacted providing for the 
confiscation of properties “acquired through speculation or illegally” 
which law was made effective retroactively from January 1, 1935 on. 
On April 8, 1947, a further measure was enacted providing for a tax 
on capital which progressively levied the tax on property of foreign 
citizens to an extent where, for example, bank deposits were taken by 
the State in amounts from 5 to 7 percent. Again on December 25, 1947, 
there was enacted a law for the nationalization of industry and com- 
mercial enterprises, on December 26, 1947, a law providing for a State 
monopoly of Chae was promulgated. These laws provide for com- 
pulsory transfers of property from the individuals to the State and 
payment was provided by nontransferable bonds required to be de- 
posited in blocked accounts in the national bank. These bonds were 
themselves finally confiscated by the law of May 11, 1952. 

Chairman Ricwarps. Just one moment. The witness will be al- 
lowed, if he wishes, to put a prepared statement in the record. We 
will adjourn the hearings until 10:30 in the morning. If you wish to 
be here in the morning to complete your statement, we will be glad to 
hear you. Otherwise you can put your written statement in the 
record. We have to be on the floor at this time. 

Mr. Nevupercer. Thank you for your patience. 

Chairman Ricuarps. The committee stands adjourned until 10:30 
tomorrow morning. We will complete the hearings at that time. 

(Whereupon, at 12:38 p. m., the committee adjourned.) 
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FRIDAY, APRIL 22, 1955 


Hovse or REPRESENTATIVES, 
COMMITTEE ON FcCREIGN AFFAIRS, 
Washington, dD. ¢ 

The committee convened in room G-3, United States Capitol, at 
10:50 a. m., the Honorable James P. Richards (chairman) presiding. 
Chairman Ricnarps. The committee will come to order, please. 
The committee is in sessicn for further hearings on the bill to amend 

the International Claims Settlement Act of 1949, as amended. 
Mr. Neuberger was testifying yesterday when the committee re- 
cessed. I believe he still has some testimony to offer the committee. 


STATFMENT OF PAUL NEUBERGER, COUNSEL FOR THE BULGARIAN 
CLAIMS CCMMITTEE 


Mr. Nevsercer. Mr. Chairman, I testified yesterday orally, but on 
your advice put my statement in writing last night. I think it 
would be simpler if I read it so it would be available to you to ask 
questions if you wanted. It will take 10 or 15 minutes. 

Mr. Vorys. I have glanced over Mr. Neuberger’s statement. There 
is a considerable degree of repetition in his very fine statement as 
compared to the one filed yesterday. I don't feel it would be necessary 
for him to read the whole thing. We have a number of witnesses to 
hear this morning. 

Chairman Ricuarps. I agree with Mr. Vorys about that, Mr. Neu- 
berger. We have the statement. We will be glad to put any written 
statement that you have in the record. If you want to continue what 
you were saying yesterday—— 

Mr. Neveercer. I can continue and take some of the highlights 
from the statement. 

Chairman Ricuarps. That is what we want you to do. 

Before you go on with that, I asked unanimous consent yesterday to 
include your written statement in the record. Which one of these 
statements would you prefer? 

Mr. Nevpercer. This one, I am giving today. 

Chairman Riciarps. Dated April 2 22, 1955 ¢ 

Mr. NevuBERGER. Yes. 

Chairman Ricnarps. All right, sir. Will you proceed with your 
statement / 

Mr. Neupercer. Yesterday I explained why I wanted the #:end- 
ments submitted. I want to continue in this respect. 

The strict application of the principle that compensation will be 
paid only to those persons whe were citizens of the United States at 
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the time that they suffered damages to their property or lost their 
property by confiscation, nationalization, or other taking, would con- 
stitute grave injustice and would most certainly violate both the 
spirit and the letter of the treaties of peace with the satellite countries. 

It should be noted that the committee print in section 201 (5) bases 
the right to compensation specifically on the treaties of peace. In 
section 217 (1), for example, the provisions of Article 23 of the Treaty 
of Peace with Bulgaria are specifically incorporated by reference. 
Among these provisions is a definition of “United Nations national” 
under which are included all individuals, corporations, or associations 
who, under the laws enforced in Bulgaria during the war, were treated 
as enemies. 

Yet, a question has arisen whether, in connection with the peace 
treaty provision, claimants would be eligible if they were United 
Nations nationals (as defined, for example, in Article 23 (8) (a) of 
the Peace Treaty with Bulgaria) who were not at the time their claims 
arose United States citizens. Representatives of the State Department 
in a prepared statement before this committee at an earlier stage of 
these hearings, recommended that this important matter of eligibility 
be left to the determination of the Foreign Claims Settlement Com- 
mission. It is obvious that this is a key question to many United 
States citizens. 

Yet, the State Department appears to recommend that this question 
be left open. Due to past experience with regard to citizenship ques- 
tions before the Commission, I believe it would be inappropriate to 
leave to the future unpredictable interpretations of the Commission, 
a basic question which can and should be resolved in advance by the 
Congress as a matter of United States policy. 

I have referred already to the so-called Wiley amendment and I re- 
turn to it because the Senate report which dwelt upon the Wiley 
umendment and approved it, indicated that the Senate was greatly 
impressed by the hardship factor with respect to the eligibility of 
claimants. The Wiley amendment proposed that persons who at the 
time their claims arose were permanent residents of the United States 
and had declared their intentions to become citizens, and who prior to 
the effective date of settlement had acquired United States citizenship, 
would be eligible as claimants in future claims programs. 

Mr. Vorys. Might I interrupt, Mr. Chairman? You have been over 
that yesterday and again today. 

Chairman Riciarps. Do you want to ask a question, Mr. Vorys? 
Go ahead. 

Mr. Vorys. If we are not to take United States citizenship at the 
time of the taking of the property, then why do we put any date in 
at all? You are talking about the treaty that recognized United Na- 
tions nationals who had been considered as enemies. That would be 
the nationals of all the countries in the United Nations. It wouldn’t 
apply to American citizens, but it would apply to all the citizens of 
the Allied countries. 

If that is an unjust test, then why is it any more just to put in some 
other date, that they must become nationals at the time this bill be- 
comes law, or that they must become nationals at the time their claims 
are filed’ Why don’t we leave it wide open as to anybody who has any 
United Nations citizenship, who was treated as an enemy ? 
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If we want to take in the biggest class possible, why not follow the 
treaty ? 

Mr. Neusercer. Congressman Vorys, if you will permit me, I will 
explain why I brought up this point. The reason was past experience, 
and the very strict and very often emphasized point that one cannot 
leave out entirely international law. ; 

It was pleaded here before the committee that international law 
should not apply to this question of distribution of these funds. What 
we wanted to point out is that the treaty by itself could be applied, 
being part of international law, an instrument of international law. 

It is a question of compromise by which we satisfy the requirements 
of the peace treaty, and that on the other hand these people have to be 
United States citizens for the distribution of the fund. 

Mr. Vorys. The peace treaty didn’t say anything about United 
States citizenship. 

Mr. Neusercer. It speaks about United Nations nationals. 

Mr. Vorys. It didn’t say United States nationals. 

Mr. Nrupercer. No, the peace treaty speaks about United Nations 
nationals only. 

Mr. Vorys. The treaty treated all United Nations nationals who had 
been considered as enemies in the same class. So, if you are going to 
be bound by the treaty definition, you have a definition that takes in 
a whole lot of people who are not United States citizens, never were 
and never will be; isn’t that right? 

Mr. Nevpercer. That is right. But the United States would not 
distribute funds to people in France, who are not United States citi- 
zens, only because they are United Nations nationals. If you distrib- 
ute the funds, you distribute it to those United Nations nationals, who 
at the time of the distribution were United States citizens. 

Mr. Vorys. Then you are abandoning the definition under the 
treaty ? 

Mr. Nevupercer. I am not, because I want only to put a limit on one 
side and a limit from the other side. Personally, I wouldn’t object if 
you would take the point that you have explained now, but I don’t 
believe in this point that all United Nations nationals should come in, 
and I also don’t believe that any such proposition would pass. 

Mr. Vorys. I don’t think it would either. I am saying that if we in 
some way or other in justice are bound by the terms of the treaty, then 
we have to take care of all U. N. nationals. Once you abandon that, 
you are admitting we are not bound by this treaty. In the first place, 
this would be unacceptable because this is property for United States 
citizens. Weare not trying to take care of the whole U.N. 

Mr. Neusercer. No. That was also our point. In 1949 Congress- 
man Lodge, and also Senator Wiley, and many others, pointed out that 
the hardship question for people who had United States citizenship 
and who filed a declaration of intention, and who were victims of the 
war should be eligible. 

Mr. Vorys. Wherever we draw a line there is going to be hardship 
cases just over the line, isn’t that true? If we take in all U. N. 
nationals, well, what about people who aren’t in the U. N., like in 
Germany or elsewhere? ‘Then it will bea hardship for them. This is 
one of those things where we have to be practical because there isn’t 
any Way we can determine any limits that won’t involve theoretical 
hardships or injustices just outside the line we draw. 
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Mr. Nevsercer. These limits we have tried to put in by the amend- 
ments we have drawn. 

Chairman Ricuarps. You consider that such action would be amend- 
ing the treaty, the law of the land ¢ 

Mr. Neupercer. The amendment would be in connection with the 
peace treaty because there are also war damages which were settled by 
the peace treaty only it is the same peace treaty on the basis of which 
these funds were vested in the United States. In the peace treaty it 
had been provided that the United States can distribute the funds as 
it desires. It means the United States is not limited in this respect. 
So the funds can be distributed without restriction between United 
States citizens. We haveto consider the question of justice and equity, 
which I think should be the guiding principle in the distribution of the 
fund. I believe there had been set a limit for those who, according to 
the peace treaty, could be brought in by requiring that they have to be 
United States ‘citizens at the effective date of the law. That is the 
reason why this amendment has been worded this way. 

Chairman RicHarps. Proceed with your statement. 

Mr. Nevpercer. Programs envisaged in the committee print are 
surely such future claims programs with respect to which the Senate 
had adopted the Wiley amendment. In addition to the very strong 
policy considerations which should lead this committee to incorporate 
the principles of the Wiley amendment in the present committee print, 
there is no doubt that the procedures of the Foreign Claims Settlement 
Commission with regard to the establishment of dates of actual teking 
as distinguished from confiscation and nationalization, and the citizen- 
ship requirements applied to it would be greatly simplified and expedi- 
tious adjudication would result in many cases. 

Furthermore, strict application of the citizenship requirements that 
the claimant be a citizen of the United States at the time of taking 
would also, according to past experience, lead to serious inequities 
since the term “other taking” has been applied by the Commission to 
antedate the legal act of confiscation or nationalization by 2 to3 years 
thereby excluding many persons who were United States citizens at the 
time of leeal confiscation or nationalization, but not United States 
citizens at the time of “other taking.” 

We tried to define the enestion of “other telkine™ in 1949 by other 
amendments, but that definition was also left to the International 
Claims Commission to be established. That led to a lot of evidence 
which should have been submitted and which was very hard to submit. 

The serious ineauitv and injustice of this situation is reflected by 
the fact that the British Government in administering its Yugoslav 
settlement distribution program avoided the harsh results by affording 

the claimant the option of choosing either the date of “other taking” 
or the date of the legal act of n: ationalization or confisc ation, whichever 
date benefited him most. 

That is the order issued by the British Government concerning the 
distribution of Yugoslav claims. 

Yesterday I explained in detail the chain of the Bulgarian confisea- 
tory legislation issued after the war. I only want now to draw the 
conclusion from it. 

T have cited a few examples in this chain of confiscatory legislation 
by a Communist government to show how complicated the problem is 
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of the date when a claimant had to be a United States citizen in order 
io be eligible. This very type of problem gave rise to much argument 
und difficulty before the Foreign Claims Settlement Commission in 
the Yugoslav program. 

In the proposed amendments which I submitted yesterday for the 
record, I included a definition of “United States national” which to my 
mind eliminates the necessity of entering into the type of problem 
which is illustrated by the above citations from Bulgarian legislation. 
This is a liberal definition which, in addition to effectuating justice 
and equity in many hardship situations, removes many technical prob- 
lems which had vexed the Commission in the past. 

I have also proposed in the amendments which I suggested certain 
amendments pertaining to the words “including international law” 
which now appears in the committee print, and the reduction of the 
time limit for the completion of the Commission’s work from + years 
to2 years. I think my comments which were part of the amendments 
as I submitted them, adequately express my views and I will not repeat 
them here. 

May I in conclusion of this testimony call the committee’s atten- 
tion to the finality provisions of the committee print. These appear 
in uniform language in titles I1, IIT, and LV, section 224, 309, and 411, 
respectively, as follows: 





The action of the Commission in allowing or denying any claim under this 
. title shall be final and conclusive on all questions of law and fact and not sub- 

ject to review by any other official of the United States or by any court by man- 
: damus or otherwise, and the Comptroller General is authorized and directed 
: to allow credit in the accounts of any certifying or disbursing officer for pay- 
= ments in accordance with such action. 


Now it is clear that the purpose and intent of the finality provisions 


t ff is to avoid periods of lengthy judicial review superimposed upon the 
x § 4-year period proposed to be allotted by Congress to the Commission 
sf for its adjudications. They are designed to assure prompt compensa- 
o Ff tion tothe claimants. I think it is fair to say that the uniform 4-year 
Ss of period proposed is in itself an unnecessarily long period for the ad- 
e ff judication of these claims. In another part of my statement, I have 
s F advocated that a uniform 2-year period be established. The entire 
' premise is that justice requires that the grievous loss and sufferings 
ie of American citizens be redressed as soon as possible. Thus the ad- 
ul § judication should be expeditious and payment should follow, as a 
‘e ministerial act, as soon as possible after the awards are certified to 
t. the Treasury. Justice delayed is justice denied. 
AY No claims program, in the context of the committee print, can be 
Vv considered as terminated until payment by the Treasury has been 
Ty made. I think it is highly relevant that this committee be aware of 
r” a situation which has developed in the Yugoslav claims program with 
pT respect to which the Foreign Claims Settlement Commission, as has 
been testified, completed its affairs on December 31, 1954. 
1e Although it is now April 22, 1955, the Treasury currently refuses 
to pay the claimants any amount beyond $950, although all awards 
a- vere certified to it by the Commission as of December 31, 1954. Nor 
he at this time, can anyone say how long it will be before these claimants 


will be paid. The Treasury makes no assurance. It will be remem- 
mn bered that the Yugoslav losses of American citizens occurred for 
1s the most part from 1945 to 1948. Yugoslavia paid $17 million to 
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this Government in August 1948, as a result of the Yugoslav Claims 
Agreement of 1948, and the Treasury has had this trust fund in its 
possession since then. The claimants are suffering additional hard- 
ship because the Treasury has now held up payment. Thus while 
the Commission did complete its affairs on December 31, 1954, it 
is by no means true that the Yugoslav claims program is over. Until 
the claimants are paid, the purpose of the International Claims Set- 
tlement Act of 1949 will not be achieved. 

I dwell upon the Yugoslav payment problem because of the cruel 
paradox that to achieve the purpose of expeditious payment to new 
groups of claimants the finality provisions of the committee print are 
to all intents and purposes identical with the finality provision of the 
act as it is now written. Judicial review of the actions of the Com- 
mission in allowing or denying any claim is cut off in both the Inter- 
national Claims Settlement Act of 1949 and the proposed added titles 
in the committee print. Early this year, actions were filed by dissatis- 
field claimants seeking injunctive relief against the Commission and 
the Treasury because of final actions of the Commission in allowing 
or denying claims. None of the litigants sought, and none obtained 
restraining orders. Yet despite the finality provision of the act and 
the expressed view of the Government that the payment function of 
the Treasury was wholly ministerial, the Treasury cut off payment to 
all claimants. Up to now, the Treasury has taken the position that 
it will make no further payment until the courts have decided. The 
potential of delay caused by litigation through lower and appellate 
courts has caused consternation and dismay in many needy and small 
claimants who have assumed that they would be paid as the law pro- 
vides. The position of the Treasury appears adamant. 

The possibility that successful a ere 10 years after loss was 
suffered, and 7 years after Yugoslav settlement and payment, must 
now, after the Commission has finally, nearly 5 years after the act, 
adjudicated their claims, be put to the expense, effort, and time of 
themselves taking court action to mandamus the Treasury to pay over 
trust funds to the awardees is relished by no one. 

This committee, in its appraisal of the finality provisions of the com- 
mittee print, might well consider the anomalous and distressing situa- 
tion created by the Treasury in stopping payments on adjudicated and 
certified Yugoslav awards despite the clear and explicit provision of 
the International Claims Settlement Act of 1949 requiring that such 
payments be made. 

T hope that the committee will take steps to assure that this situation 
does not occur again with respect to the programs involved in the pres- 
ent committee prints. 

I wish to thank the committee for its patience and courtesy in per- 
mitting me to present my views. I sincerely hope that the proposed 
amendments will receive your favorable consideration. 

Chairman Ricwarps. Thank you, sir. Are there any questions? 

Mr. Donovan. Practically all of these funds that Yugoslavia seized 
as Yugoslavian funds were the funds of private citizens and corpora- 
tions; is that correct ? 

Mr. Neusercer. No; they were Government funds. 

Mr. Donovan. All of them were Yugoslavian 
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Mr. Neupercer. There was gold here held in custody in the amount 
of about $60 million, of which about $42 million were returned by the 
settlement 

Mr. Donovan. What about the Hungarian funds? 

Mr. Neupercer. They were funds which were vested from different 
banking institutions. 

Mr. Donovan. Individuals and private corporations / 

Mr. Neupercer. Yes. 

Mr. Donovan. What about the Bulgarian funds? 

Mr. Nevusercer. I think it is the same situation. I am not 100 per- 
cent familiar with this, but as far as I know these were funds which 
were found in the United States and were vested in the United States 
Government. 

Mr. Donovan. So, if this legislation becomes law, you will have a 
situation where American citizens in many instances will be satisfying 
their claims against funds which formerly belonged to private indi- 
viduals and private corporations for damages sustained by them as a 
result of acts of the ecaaenie of those two countries; is that 
correct ? 

Mr. Neusercer. That is right. These funds were vested to com- 
pensate people who also lost their property in Bulgaria or in Rumania 
or Hungary. 

Mr. Donovan. These people will be satisfying their claims out of 
property that belonged to individuals and corporations rather than 
property that belonged to the governments responsible for the dam- 
ages; that is right, isn’t it? 

Mr. Nevupercer. That is right; but such vesting program was pro- 
vided for by the peace treaties. 

Mr. Donovan. I am not asking why. I just want the answers. 

Chairman Ricuarps. Thank you, sir. 

Mr. Neusercer. Thank you very much for your patience, Mr. 
Chairman. 

Chairman Ricnuarps. Our next witness will be Mr. David A. Avram. 
Whom do you represent ¢ 





STATEMENT OF DAVID A. AVRAM, ATTORNEY, NEW YORK 


Mr. Avram. Myself. My name is David Avram. I am a member 
of the bar of New York. While representing several persons who are 
interested in this field, I do not appear today on behalf of any of them, 
but would like to say a few words concerning a problem which is 
probably typical and in which I am interested myself. 

The situation which I have in mind, and which, I think, deserves 
some attention, is the following: An American citizen has obtained a 
judgment for a sum of money—or an interest in such judgment— 
against the government or any national of the countries involved in 
this legislation. What shall, then, happen to the claim of an Ameri- 
can citizen based on a final judgment? I am not aware that this ques- 
tion was raised yet and do feel that it should be explored at this time. 

A citizen having an adjudicated claim against one of the govern- 
ments involved, or a national of such country, would appear to have 
a “debt claim.” I have therefore examined the pertinent provisions 
under section 208 of the bill. 
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Section 208 (a) states the principle that before any distribution is 
made debt claims must be paid. This, of course, is settled policy. 
However, at the end of 208 (a) it is said that “No debt claim shall 
be allowed under this section,” in 4 or 5 specific situations which would 
practically exclude all debt claims from the benefits of this legislation. 

The bill requires first that the debt claim be not “asserted against 
Bulgaria, Hungary or Rumania (including the government or any 
political subdivision, agencies or instrumentalities thereof)” (sec. 208 
(a) (1)). An American citizen holding an intersectional award or 
a final judgment would thereby be excluded if such award or judgment 
was rendered against one of these governments. He could not very 
well intend to file a “debt claim” against a private individual, since 
assets belonging to private individu: uls are not subject to vesting under 
this bill which aims only at funds belonging to governments and to 
governmental instrumentalities. 

If we ignore for a moment this first hurdle, there is immediately 
following, hurdle 1 No. 2. The American citizen could not file his 
debt claim, “if it is based wpon an obligation expressed or payable in 
any currency other than the currency of the United States” Sec. 
208 (a) (2). If the claimant is acting on a final judgment, rendered 
by an international tribunal—that is the situation I have specifically 
in mind—which holds that the foreign government is held to pay, say, 
100,000 pounds sterling, he would not be permitted to file his claim 
because of that very reason, namely that his claim, while fully adju- 
dicated, is expressed in pounds sterling instead of being expressed in 
dollars. 

Let us assume that the claimant could overcome this second hurdle. 
He would still not be out of trouble unless the amount due him was 
“due and owing on October 9, 1940.” (See. 208 (a) (8) (A)). If the 
final judgment was not rendered in 1940, but in 1941, then the claimant 
would not be permitted to file. 

Chairman Ricwarps. You say, if a judgment has not been rendered 
before that date? 

Mr. Avram. Yes, because it would not have been due and owing 
prior to October 9, 1940. I refer now, Mr. Chairman, to page 12, 
lines 15 to 19, where this provision is to be found. 

If we assume, arguendo, that the judgment satisfies the three con- 
ditions just stated, the claimant would not qualify unless he was either 
a citizen or a resident of the United States on December 7, 1941 (sec. 
(208) (3) (c), at p. 18). If he became a resident some time in 
1945, a decade ago, the bill would refuse him any relief whatsoever. 

Gentlemen, I do not want to take more of your time on this aspect 
of the problem. I considered it my duty to call your attention to 
some provisions of this otherwise remarkable legislation which are, 
obviously, open to criticism. 

The American holder of the final judgment or final international 
award which T have in mind would have no recourse under section 217, 
subsection (3) of the bill, as it is now worded, because this provision 
refers only to either war damages or to “obligations arising out of 
contracts” 

Having found that claims based on judgments or awards were 
omitted, it is, I believe, necessary that it be corrected. T have tried 
to examine objectively whether any serious reason could be conceived 
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against permitting judgment creditors to file their claims, but I was 
unable to discover anything which could justify, or explain, their 
execution, 

The bill provides im section 217 that contract claimants are eligible 
only if the rights involved were acquired prior to April 24, 1941, in 
the case of Bulgaria, and prior to September 1, 1939, in the case of 
Rumania. I believe that any such limitation other than September 15, 
1947, the date when the peace treaties came into force, can hardly 
be justified. 

It was said before that a line must be drawn. I do not feel that it 
is necessary 1 this case. 

This legislation is intended to meet a partial breach of the peace 
treaties by other parties. 

It is by no means “implementation” of the treaties, but an act of 
legitimate retortion. How far do the peace treaties, under such cir- 
cumstances, still control? They control only to the extent that, under 
international law, the remedy shall not be excessive as compared with 
the wrong. There must be some just proportion between the remedy 
and the wrong involved. 

The peace treaties do not provide anything which would compel 
you, gentlemen, to withhold relief from any American citizens whose 
just claims were acquired after 1939, or 1941. The peace treaties ex- 
pressly confirm Associated Powers’ right to apply property of Bul- 
varia, Hungary, or Rumania to such purposes as they may desire 
within the limits of their claims and those of its nationals “against 
Hungary * * * including debts.” These peace treaties went into 
force in September 1947. There is, thus, no time limitation what- 
soever to be found in the treaties concerning debt claims against 
Hungary, Bulgaria, and Rumania which the Allied Powers may have 
satisfied, out of funds located in the territory under their jurisdiction. 
The limitations in sections 208 and 217 (3) of the bill are, therefore, 
not imposed by the peace treaties. If they are no so imposed, we are, 
I believe, bound to inquire whether we should voluntarily impose 
them upon ourselves / 

The basic character of this legislation has been very ably expressed 
in the report which accompanies this bill and which was submitted 
to Congress by the International Claims Commission. It is said 
there, on page 2— 

At present the indicated assets are the only source from which American claim- 
ants may expect to receive any compensation for claims of any kind against 
those countries. 

This statement is absolutely correct. I am taking the liberty of 
respectfully suggesting that, whenever this committee is asked to ex- 
clude the claims of some American citizens, it may keep in mind that 
if the committee complies with such request, those American citizens 
are sacrificed for good. There is, for them, no further hope nor any 
prospect of relief in the foreseeable future. 

I would, consequently, propose that the qualifications in section 
208 (a) be eliminated together with the requirement of residency on 
December 7, 1941, or citizenship at the date when the claims accrued. 

Should this proposal not be acceptable, I suggest as an alternative 
that 217 (3) be amended by adding the words: 
or based on awards or judgments held by persons, nationals of the United 
States as of January 1, 1955, and rendered prior to September 1, 1947. 
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Gentlemen, if I may, Mr. Chairman, I don’t know how your time is 
running 

Chairman Ricuarps. We are running short. We have to finish 
these hearings this morning. We have two more witnesses. I 
wouldn’t want to curtail their time by having you take too much time. 

Mr. Avram. Just a few more words, if I am permitted, concerning 
section 227 which provides for a limitation of legal fees. I am opposed 
to all such provisions, because I feel that they are somehow incon- 
sistent with the high standing of the legal profession. 

Chairman Ricwarps. You are talking about 227 ? 

Mr. Avram. Yes. 

Chairman Ricwarps. Attorneys’ fees ? 

Mr. Avram. Yes. 

Chairman Ricuarps. Tell us what you think about that. 

Mr. Avram. In principle, I think it should not be there. The prob- 
lem of proper compensation should be left to the sense of responsi- 
bility of each attorney. 

Chairman Ricwarps. A limitation on attorneys’ fees is a common 
provision in legislation considered by the Congress. It is in practically 
every bill that has dealings with the rights of United States citizens. 
It doesn’t have any connection with foreign governments at all. 

Mr. Avram. No; generally speaking. 

Chairman Ricuarps. I mean that this is strictly a matter of United 
States policy. 

Mr. Avram. I will not insist in this respect since the policy seems 
to be settled. 

I believe, however, that the provision in section 227 should run the 
same way as section 211, (on p. 22) which deals with fees to be paid 
in connection with claims for the return of property. The provision 
limiting fees to 10 percent (p. 21) is qualified as follows on page 22: 

Any agent, attorney at law or in fact, or representative, believing that the 
aggregate of the fees should be in excess of such 10 per centum may, in the case 
of any return of, or the making of any payment in respect of, such property, 
rights, interests, or proceeds by the President or such officer or agency as he may 
designate, petition the District Court of the United States for the district in 
which he resides for an order authorizing fees in excess of 10 per centum and 
shall name such officer or agency as respondent. The court hearing such petition 
or a court awarding any judgment in the respect of any such property, rights, 
interests, or proceeds, as the case may be, shall approve an aggregate of fees 
in excess of 10 per centum of the value of such property, rights, interests, or 
proceeds only upon a finding that there exist special circumstances of unusual 
hardship which require the payment of such excess. 

I feel, gentlemen, that the situations referred to in sections 211 
and 227 are identical and that the wording which I have just quoted 
from section 211 should be adopted and added to section 227. Thank 
you very much. 

Chairman Ricuarps. Thank you, sir. Our next witness is Edmund 


L. Jones. 





STATEMENT OF EDMUND L. JONES, ATTORNEY, WASHINGTON, D. C. 


Mr. Jones. Mr. Chairman, my name is Edmund L. Jones. I am 
a lawyer and a member of the firm of Hogan & Hartson, practicing 
law in the District of Columbia. 
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We do not represent any clients that are directly affected by this 
legislation, but we do represent a number of clients in other litiga- 
tion under the Trading With the Enemy Act, which is somewhat 
similar and analogous to this. 

I merely want to briefly refer to section 207, page 11, the proviso 
which provides— 

That nothing contained in this section shall authorize a court or the designee 
of the President to order the return of any property, rights, or interests vested 
under section 202 (a) hereof, or the net proceeds hereof, or the return of a 
portion of such property, rights, interests, or net proceeds, to a person whose 
claim is based on his ownership of shares of stock or other beneficial interests 
in a corporation which was the owner of such property, rights, or interests 
immediately prior to the vesting thereof. 

Mr. Alk testified a few days ago and respectfully submitted to the 
committee that that would possibly create quite a number of in- 
justices, and recommended that that proviso be eliminated from the 
bill. 

Chairman Ricwarps. That is on what page? 

Mr. Jones. Eleven. 

Chairman Ricrarps. The proviso starting 

Mr. Jones. Starting at line 10, sir. 

I think the Supreme Court in the case of Kaufman v. 1. G. Chemie 
has stated that Congress never intended to deprive innocent stock- 
holders of their right to their proportionate interest in seized or vested 
property. That case is reported in 343 United States at page 146. 
It was decided on April 7, 1952. 

If I might digress for just a moment to give you a brief outline 
of that case. I represent a group of approximately 1,600 nonenemy 
stockholders who are United States nationals and nationals of other 
nonenemy countries, who have intervened in that case as a result of 
the Supreme Court opinion. 

The Supreme Court opinion is short. I will not burden the com- 
mittee with any extended discussion of it, but I would like to read 
two paragraphs to show what the Supreme Court said in that liti- 
gation: 





* * * But such a governmental seizure requires consideration of the plight 
of innocent stockholders. For as stated in the Uebersee case, the amendment 
does not contemplate appropriation of friendly or neutral assets. While Con- 
gress has clearly provided for forfeiture of enemy assets, it has used ne language 
requiring us to hold that innocent interests must be confiscated because of the 
guilt of other stockholders. Nor does any legislative history pointed out per- 
suade us that Congress intended to inflict such harsh consequences upon tke 
innocent. We decline to read such a congressional purpose into the act. 

Our holding is that when the Government seizes assets of a corporation organ- 
ized under the laws of a neutral country, the rights of innocent stockholders to 
an interest in the assets proportionate to their stock holdings must be fully 
protected. This holding is not based on any technical concept of derivative 
rights appropriate to the law of corporations. It is based on the act which 
enables one not an enemy as defined in section 2 to recover any interest, right, 
or title which he has in the property vested. The innocent stockholder may 
not have title to corporate assets, but he does have an interest which Congress 
has indicated should not be confiscated merely because some others who have 
like interests are enemies. 


Mr. Jones. It seems to me that the reasoning of the Court in that 


case is particularly applicable to this situation, that if the bill is passed 
in its present form, stockholders, innocent stockholders, American 
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stockholders would be deprived of their right to any return if their 
interest was represented by a stock interest in a corporation. 

It seems to me. as I read the testimony of Mr. Alk and the comments, 
I think, made by Mr. Gross at that time, it was indicated that that 
provision had been incorporated in the bill more as a matter of admin- 
istrative convenience rather than for the protection of the rights of 
these innocent stockholders. 

As I say, I do not represent anyone who is directly involved in this 
legislation. But if it should be incorporated here, it might spill over 
into our litigation, and that I would hate to see, because I think the 
Supreme Court has spelled out what I believe the intention of Con- 
gress was, namely, that the rights of innocent stockholders should 
at all times be protected. 

I respectfully endorse Mr. Alk’s testimony, and respectfully submit 
to the committee that this proviso of section 207 (c) should be 
eliminated from the bill. 

Chairman RicHarps. Thank you, sir. That is one point I am glad 
you have emphasized. It has been troubling some of the members of 
the committee. Are there any questions of Mr. Jones? Thank you, 
sir. 


Our next witness will be Mr. Robert H. Reiter. 


STATEMENT OF ROBERT H. REITER, ATTORNEY, 
WASHINGTON, D. C. 


Mr. Rerrer. My remarks will be brief this morning. 

Chairman Ricuarps. You have no prepared statement / 

Mr. Rerrer. No. I just have a few remarks to make. My name is 
Robert H. Reiter. Iam a member of the law firm of Spaulding, Reiter 
& Rose, with offices at 1311 G Street NW. 

Mr. Vorys. I might say that Mr. Reiter is a graduate of Ohio State 
University Law School and Ohio State University, and came orig- 
inally from Dayton, Ohio. 

Chairman Ricwarps. Wasn't that around where William Tecumseh 
Sherman was born ¢ 

Mr. Vorys. It is near it. 

Chairman Ricuarps. We won't hold that against you. 

Mr. Reirer. A number of people have come to us asking advice 
with respect to this legislation. Their particular problems have 
posed a few questions which I feel might very well be gone into at 
this point merely from the point of view of perhaps explaining what 
a few of the questions will be, and perhaps with the idea of incor- 
porating into the report of the committee some aiding language with 
respect to these problems. 

First of all, there has been relatively little said in these hearings 
with respect to title ITI relating to claims against Italy. My under- 
standing is that this is the one title of the bill where there is more 
than enough money available to pay the claims which will probably be 
filed against the fund. This constitutes 85 million which was deposited 
by Italy with the Treasury Department for the purpose of paying 
claims not taken care of by the Italian provisions for property dam- 
ages within Italy. 

There has been some mention made by one of the Government wit- 
nesses that one class of claims which would be payable under this 
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title would be claims of Americans for property damages outside 
Italy, such as in Greece or perhaps Yugoslavia. But there is one other 
class | want to inention. 

A number of American civilians who were in Italy at the time of the 
war rather than risk capture by the Italians, or Germans a little bit 
later on, fled to the hills, or somehow managed to secrete themselves in 
Italy, and some of them actually became engaged in underground 
activities, and some actually joined the guerrilla forces fighting 
against the Fascists and Nazi invaders. 

These people were often subjected not only to actual enemy fire, but 
in some cases suffered physical injuries and wounds through their 
activities in behalf of the Allies. But in other cases they sutfered 
malnutrition and diseases as a result of the circumstances under which 
they were compelled to exist, being fugitives from the Nazis and 
Fascists. 

I merely want to suggest that although the language of section 
303 on page 34 of the committee print of the bill would by its terms 
apparently cover all claims not taken care of in the Italian domestic 
legislation, | would hope that in the committee report it is indicated 
that this should not be limited to property damages but should also 
include this other class of personel injuries and physical hardships 
which were suffered by these Americans who did not permit themselves 
to be interned or sent to concentration camps but who instead chose 
to continue to fight for the Allied cause. 

Another thing that has becn posed to vs in conjunction with title LI, 
hameiy, the satellite claims provision, is the difficuity wh.ch will be 
involved in obtaining evidence to support the claims for the taking 
or war damages in the satellite countries. We have been attempting 
through the State Department, through attorneys in these Communist- 
controlled countries and through any agency which we felt could be 
helpful, even to the point of writing to these countries, to obtain 
information in the form of documents as to exactly what happened to 
these properties. 

We understand it is even a criminal violation over there to send 
out of these countries any information or any documentation regard- 
ing these losses. So that this involves something a little bit different 
than from what has been necessitated in even the Yugoslav claims, 
where the Yugoslav Government helped in submitting reports. 

I wonder if it might not be desirable to indicate in the committee 
report on this legislation that it may be necessary under many cir- 
cumstances to permit secondary evidence to suffice in the place of 
documentary proof, because I know that the Commission in passing 
on these cases, if they are going to have to require documentary proof 
of these losses, is going to find that in many cases they will be 
unable to obtain the proof in any way that would be necessary to 
establish the loss under that type of evidentiary rule. Y 

Chairman Ricuarps. The trouble is that in the courts you have 
a fairly clearly defined path to follow in the introduction of see- 
ondary evidence, and so forth, such as notice to produce. What do 
you want to do, just open it up to any kind of- 

Mr. Rerrer. Not at all. I believe that the rule that is followed 
generally in the courts is that you have to show you have made a 
diligent effort to produce the orginal evidence and that you are 
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unable after exercising due diligence to produce that evidence, and 
then the court does permit secondary evidence to be used. 

I think perhaps that type of rule might be utilized by the Com- 
mission. Only under circumstances where you can’t get documents 
can you introduce affidavits and other forms of proof. 

I am sorry that Mr. Donovan does not seem to be here. I wanted 
to try and straighten something out which I think may be—— 

Chairman Ricuarps. After the question he raised just now ? 

wee Rerrer. A little time ago about what type of assets are being 
vested. 

On page 3 of the committee print, line 20, begins a proviso which 
in short indicates that the assets which shall be vested belonging 
to the satellites shall exclude from vesting any rights which are 
ascertained to belong to natural individuals, natural persons, so that 
the only assets which will be vested under this legislation, according 
to my understanding, are Government assets and assets of foreign 
firms, corporations. It even provides that within a period of time 
after the vesting, if it shoul be determined by the Commission 
that the assets should actually belong to natural persons, then— 
pardon me—not the Commission, the vesting agency presumably 
would be the Alien Property Custodian, and then under that the 
vesting agency shall divest itself of the assets. 

It appears to me there is such guaranty against the vesting of 
natural persons’ assets, and that the policy of the United States not 
to confiscate assets of individual persons but rather to continue them 
in a blocked category whereby at a later stage they can be released 
in the event there should be at some future time a change in political 
circumstances in those countries is a very salutary policy to be 
followed. 

I believe that concludes my comments. Thank you for the oppor- 
tunity of appearing. 

Chairman Ricuarps. Are there any questions? 

Mr. Cuatuam. I would say that Mr. Reiter got a good education. 

Mr. Rerrer. Thank you. 

Mr. Furron. Could I have one comment to clear up a point? Ac- 
tually, under these international claims and claims commissions, is it 
not the practice to take secondary evidence where primary evidence is 
not available? As a matter of fact, they are not limited simply to 
the rules of ordinary law. It is ordinary, substantive United States 
law, but, likewise, it can take in general international law. Does that 
satisfy you? 

Mr. Rerrer. That is my general understanding, of course, that in 
administrative agencies they don’t follow the strict rules of law. 
I{owever, I know in many of these cases under title II there will be 
even problems of location, where people who have not heard anything 
about their property for a period of perhaps 15 to 20 years will have 
difficulty even indicating to the Commission the precise lot and square 
number of their property. In other words, I just wanted to point 
out that there will be unusual problems insofar as evidence in con- 
nection with these satellite areas. 

Of course, I am very well aware of the rules followed by the ad- 
ministrative agencies, and I am sure that the Commission will in 
—— out its duties give full consideration to the difficulties in- 
volved. 
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Mr. Fuuron. Some of the members of the committee would ordi- 
narily leave it to the discretion of the particular claims commission, 
as we have done previously. 

As you have come from a pretty good law school, I would like to 
have you submit any further language that you might like as an 
amendment to tie this thing down. We may be making new footsteps 
on the sands of international claims that we have not come up with 
so far. 

Mr. Rerrer. I didn’t intend that it should take the form of an 
amendment to the bill, because it is strictly a procedural matter which 
probably, as you say, is within the realm of the Commission’s discre- 
tion. 

I only hoped to indicate possibly for incorporation in the report 
of the committee the problems which will be faced in that matter. 

Mr. Futron. Could you submit language embodying that particu- 
lar provision ¢ 

Mr. Rerrer. I would be delighted to, if I may. 

(The following has been submitted for the record.) 


SPAULDING, REITER & ROSE, 
Washington 5, D. C., April 27, 1955. 
Hon. JAMES P. RICHARDS, 
Chairman, Committee on Foreign Affairs, 
House of Representative, 
Washington, D. OC. 

DEAR CONGRESSMAN RICHARDS: In accordance with the suggestion made during 
the course of my testimony before your committee on April 22, 1955, on the 
proposed legislation to amend the International Claims Settlement Act of 1949, 
below is submitted suggested language for inclusion in the committee’s report. 
The particular problem to which it is addressed is the virtual impossibility of 
obtaining documentary evidence regarding description, title, value, and damage 
to property located in Soviet-dominated countries, in conjunction with claims 
for war damage and taking in Bulgaria, Hungary, and Rumania under title II. 

The purpose of such language would be to indicate the committee’s recognition 
of the particular seriousness of this problem with respect to these classes of 
claims. The language might be somewhat as follows: 

“It is recognized that the obtaining of documentary evidence from areas under 
Soviet domination is almost completely impossible, and that consequently the 
Commission will find it necessary to rely in many instances on secondary evidence 
to establish the details of the claims filed under this title.”’ 

The other suggested reference in the committee report which I proposed was 
with respect to the claims of American civilians in Italy who were forced into 
hiding to avoid arrest and incarceration by the Italians and Germans, some 
of whom even joined the underground and guerrilla forces fighting the enemy, 
and were wounded or became diseased. Particularly since the $5 million deposited 
by Italy to cover American claims is expected to exceed the total value of claims 
to be filed, I feel that the committee might in its report indicate its recognition 
of the existence of the claims of these Americans for their injuries and suffering, 
in addition to property damage claims. Suggested language covering this point, 
for incorporation in the committee’s report on title III, might be as follows: 

Claims to be considered under this title are those of American nationals 
against the Government of Italy and with respect to which provision for 
compensation was not made in the Treaty of Peace with Italy. These include 
such claims as those for property losses outside Italy, and for personal injury 
and suffering, not covered by the Treaty. 

In the event I can be of further assistance, I shall be pleased to do so. 

Sincerely, 
Ropert H. Reiter. 

Chairman Ricuarps. Thank you, sir. 

Next we have a Member of Congress here who wishes to place a 
statement in the record, our distinguished colleague, Mr. Multer. I 
believe he has to go to another engagement in a few minutes. Mr. 
Multer, will you proceed ? 
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STATEMENT OF HON. ABRAHAM J. MULTER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Muvrer. Our colleague, Mr. Keogh, has asked me to extend his 
upologies for not being able to be here in person this morning. He 
asked permission to submit this supplemental statement, which is 
clirected solely to answering or explaining the analysis that has already 
been submitted to you by the Commission. That analysis was called 
for by the committee, and submitted, and is intended to show the 
differences between the committee print in title TV and the Keogh- 
Kearney resolutions. 

Mr. Keogh’s statement deals with that same subject and nothing else. 

Chairman Ricuarps. Without objection, Mr. Keogh’s statement as 
presented by Congressman Multer will be included in the record. 

(The statement referred to is as follows:) 


SUPPLEMENTAL STATEMENT BY HON, EUGENE KEOGH, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF NEW YorK, WITH REFERENCE TO House JOINT RESOLUTION 
> 


No. 2, House JoINtT RESOLUTION No. 46, AND COMMITTEE PRINT OF MARCH 18, 
1955, OF PROPOSED FOREIGN CLAIMS B°LL 


Mr. Chairman and Members of the Committee, you have already been so con- 
siderate and patient in the conduct of this hearing that I hesitate to impose 
further upon your good nature. I do promise, however, to make this statement 
as brief as possible. 

In accordance with your request the Foreign Claims Settlement Commission has 
submitted a 7-page statement as a cOmparative analysis of the Kearney-Keogh 
resolutions and title 4 of their proposed bill. These two resolutions and title 4 
deal with the same subject matter, to wit, the so-called claims against the Soviet 
Union. This statement will concern itself solely with that comparative analysis. 


WHAT THE COMMISSION'S ANALYSIS FAILS TO DISCLSOE 


The committee print (p. 48, sec. 4) repeals Public Resolution No. 36, enacted 
August 4, 1989 (53 Stat. 1199). The Kearney-Keogh resolutions amend that 
law. Not a single word of testimony has been presented by anyone indicating 
why some of the very important provisions of that existing law should be elimi- 
nated. No attempt was made to change those provisions by Reorganization Plan 
No. 1 of 1954. Yet now, without explanation, the Commission asks that the pro- 
visions of the 1939 law be repealed which, among other things would require 
(1) that the “Commissioner shall perform his duties in the city of Washington 
beginning within a period of 15 days from the date of his appointment.” 

This is one of the provisions of the law which would aid a speedy disposition 
of the claims. It prohibits travel throughout the world by the Commission or 
its staff in a futile attempt to gather evidence. 

There is no such limitation in existing law or in the proposed bill with reference 
to the Fcreign Claims Settlement Commission. It can delay settlement of these 
Claims interminably by travel throughout the world. (2) The 1939 law requires 
the Commissioner, as soon as practicable. to make all necessary rules and regu- 
lations governing the method of procedure. 

This function was transferred to the Foreign Claims Settlement Commission 
as of July 1, 1954. As evidence of the delays we may anticipate from the Com- 
mission we should take notice of the fact that the Foreign Claims Settlement 
Commission, which seeks jurisdiction over these claims, has not done a single 
thing since July 1, 1954, with reference to the duties imposed upon it. It has 
received no claims for filing. It has set up no procedure for giving notice, or 
for receiving claims, or for processing claims. It has done absolutely nothing 
with reference to this function. 

The balance of this statement deals with the comparative analysis, item by 
item, using the same title references as in the Commission’s analysis. 


1. Administration 


No one has yet shown a single advantage that will accrue to claimants against 
the Russian funds as a result of the Commission's bill. 
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Under the Kearney-Keogh resolutions the claimants against Soviet Russia 
would have their own Cominission, concerned with nothing else, devoting all its 
time and efforts to their claims, something that the Government has provided 
them since 1939. 

Under the proposed bill they would be sent to a Commission which must also 
pass on thousands of claims against Rumania, Hungary, Bulgaria, Italy, Japan. 
and Germany, the latter alone amounting to S180 million (Commissioner Clay’s 
testimony, hearing March 30, 1955, p. 185). True, Mr. Clay testified that the 
Commission expected to set up a different staff for each category of claims, but 
even so, after the staff had finished investigating, the final decision on every 
claim cf every category would have to be mace by the same three Commissioners, 
It would be a terrific task for any three men, and a permanent bott’eneck in get 
ting a final adjudication. Without in any way criticizing or derogating the work 
or ability of the three present Commissioners, the history of the prececessor of 
this Commission, the International Claims Commission in passing on the Yugo 
slavian and Panamanion claims far from reassuring claimants against Soviet 
Russia, would drive them to despair. They have already waited 4 years. If 
they now have to go before a Commission charged with passing on all claims 
against every foreign fund, present and future, they may well have to await the 
Greek Kalends. 

2. Administrative ercpenses 

The comparative analysis, paragraph 2 states there is no provision in either 
resolution for congressional control over the amount deducted for administrative 
expense by annual authorization. Of course not. Nor is there any in the Com- 
mivsion’s bill, None is necessary. No commission can spend a dime until it 
gets an appropriation from Congress after going through the Appropriations 
Comimittee. 

3. Attorneys’ fres 

The Kearney-Keogh resolution set no limit on attorneys’ fees, whereas section 
414 of the proposed bill limits them to 10 percent. Limitation of such fees, no 
matter how desirable in other categories of claims should not be imposed (1 the 
case of Soviet Claims. Section 414 should be stricken out. 

The wording of section 414 is identical with similar sections under other titles 
of the resolution (sec. 227, p. 32, line 15, the Bulgarian, Hungarian, and Rumanian 
Claims, sec. 312, p. 38, line 21, the Italian claims). However, there is a decided 
difference between the background and history of claims against the Soviet and 
the other categories. 

There was s\ antial litigation involving the rendition of legal and other 
services, even prior to the 1939 law, involving the claims against Soviet Russia, 
especially as regards claimants who procured judgments and attachments (sec. 
403 (a)). There were many years of arduous and complicated legal and other 
services in some cases involving appeals to the United States Supreme Court. 
rendered to the claimants in the litigations. It would surely not be fair to limit 
the compensation of attorneys and others who have rendered such services to the 
Claimants elsewhere than before the Commission to the same amounts as is pre- 
scribed for the services before the Commission. 

In the case of services rendered to claimants against Russian funds, the amount, 
if it cannot be agreed upon between the claimant and his attorney, should be left 
to the appropriate courts, 

If, however, Congress feels that there shou!d be a 10-percent limitation on the 
compensation for services rendered in prosecuting claims before the Commission, 
then section 414 should be made to provide that the 10-percent limitation shall 
apply only to services rendered in prosecuting claims before the Commission, 
and not to services rendered before preparing and filing the claims with the Com- 
inission. This can be accomplished by striking out the words, “in connection 
with” (p. 14, line 10), and substituting therefor the words, “in presenting before 
the Comunission.” 





}. Types of claims 


The Comparative Analysis says (p. 3) that under the Keogh and Kearney 
resolutions claims of American nationals need not have original y accrued to them 
or be evidenced by a judgment or attachment, but admits that under those reso- 
lutions priority is given only to claims which did so accrue and are so evir enced, 
This is a quibble. The requirements for priority claims (poe-Litvinoy judgm nt 
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and attachment claims) are substantially the same in all bills. 
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This can best be 


seen by a comparison of these requirements. . 


Keogh and Kearney resolutions: 
Sec. 11 (a) 

“*(1) Claims which originally ac- 
erued wholly on partly in favor of an 
American national against a Russian 
national, on which claims a judgment 
lien or a warrant of attachment had 
been obtained by an American national 
prior to November 16, 1933, in a court 
of the United States or of a State of the 
United States against such Russian na- 
tional, which prior to its nationaliza- 
tion by the Soviet Government owned 
or was entitled to property, moneys, 
credits, or choses in action in the 
United States which has or have been 


Committee print: 
Sec. 403 (a) 

“‘(a) claims of nationals of the 
United States against a Russian na- 
tional originally accruing in favor of 
a national of the United States and 
evidenced by the entry prior to No- 
vember 16, 1933, in a court of the United 
States or of a State of the United 
States, of a valid judgment in favor of 
a national of the United States, or by 
the filing or levying prior to November 
16, 1933, of a lien or warrant of at- 
tachment in favor of a national of the 
United States upon any property, 
money, credit, chose in action, or other 








assets in the United States which has 
been taken, collected, recovered, or 
liquidated by the Government of the 
United States pursuant to the Litvinov 
Assignment.’ ”’, 


collected or recovered by the United 
States under the Litvinov Assign- 
ment.’ ” 


The Analysis says, page 3, that the Kearney-Keogh resolutions provide priority 
where the claim originally accrued partially in favor of an American national, 
and that this would be contrary to the Litvinov assignment in that it would 
be possible for an alien to share in an award as in the case of a partnership 
with an American national, whereas the proposed bill does not recognize any 
claims based upon partial interests. That is not so. Only our nationals can 
share. 

Far from this being an argument against the Kearney-Keogh resolutions, it is 
decidedly in their favor. Suppose a partnership of an American national and a 
French national had been despoiled by Soviet Russia. Why should the Ameri- 
can national recover nothing for the Russian confiscation? Under the Kearney- 
Keogh resolutions he could submit the claim to the Commissioner, who could 
award him his proportionate share of the partnership interest in the claim. 
He could at least get something. Under the proposed bill he could not even 
submit the claim to the Commission. 

In that same partnership claim, however, the non-American partner cannot 
share. The Commission’s bill, however, unjustly attempts to deprive the Ameri- 
can partner or stockholder of his rights. In that connection, we must remember 
the title 4 claims involve transactions between Americans and friendly allies. 
These Americans were not dealing with Russian Communists or satellites but 
with our friends. 

The Analysis says, paragraph 4, that under the Keogh and Kearney resolu- 
tions claims cannot be asserted against a Russian national unless it were na- 
tionalized and prior thereto had property here, collected by the United States 
pursuant to the Litvinov Assignment, whereas the proposed bill has no such 
limitation. This is also a quibble. Under the proposed bill section 403 (a) 
claims against Russian nationals must be evidenced by a judgment or attachment 
against funds so collected under the Litvinov Assignment, and those funds are 
and could only be the funds of a Russian national which had been nationalized 
and had had property here prior to the nationalization. Otherwise, our Govern- 
ment could not have recovered them under the Litvinov Assignment. 


5. Administrative provisions 


The Analysis says, paragraph 4, the Keogh and Kearney resolutions made no 
provision for investigation of claims, hearings, issuance of subpenas, and pen- 
alties. Of course they do not. They are merely amendatory of the original 
resolution which the draftsman of the Analysis either has not read or has over- 
looked. That original 1939 law, which we seek to amend, and the Commission 
seeks to repeal, provides: 

“Sec. 5. (b) For the purpose of any investigation which, in the opinion of 
the Commissioner, is necessary for carrying out the provisions of this Act, he is 
empowered to administer oaths and affirmations, subpena witnesses, take evi- 
dence, and require the production of books, papers, or other documents which 
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he considers relevant to any case within his jurisdiction. Any person knowingly 
and willfully swearing or affirming falsely in any such proceedings shall be 
deemed guilty of perjury and shall, upon conviction, suffer the punishment pro- 
vided by the laws of the United States for that offense when committed in its 
courts of justice. 

“(ce) The attendance of witnesses and the production of documentary evi- 
dence may be required from any place in the United States at any designated 
place of hearing. Any failure to attend as a witness or to testify as a witness 
or to produce documentary evidence in an appropriate case may be regarded as 
a contempt of the authority of the Commissioner and shall be punishable in any 
court of the United States in the same manner as is provided by the laws of 
the United States for that offense when committed in its courts of justice.” 


6. Certification of awards 


The point is unimportant. Either method of certification is adequate, since 
they both certify to the Treasury the amount of the award in dollars. 


7. Payments 


No advantage is seen in the complicated set up in the proposed bill for 
payments of $1,000 or less. The many questions put by members of the 
Foreign Affairs Committee at the hearings demonstrate how confusing and 
complex the provision is. 

We fail to see the need for it in any of the titles of the Commission’s bill. 

It has absolutely no place in title 4. It might easily frustrate the purpose of 
the law. Suppose a person holding 10 bonds of $1,000 each divides them up into 
10 different claims. Are his 10 dummies each to receive 100 percent as against 
only 10 percent paid to the owner of a single $10,000 bond? 


8. Proration—A distinction without a real difference 
The bills provide that awards— 


Kearney-Keogh Resolutions : Committee Print: 
(p. 4, line 23) (p. 42, line 9) 


“shall first be paid up to the amount “shall not exceed the amount of the 
of the funds realized by the United judgment, lien, or attachment, with 
States from such collection, provided such interest as may be allowable, nor 
that the amount so certified in any in- exceed the proceeds of such assets as 
dividual claim shall not exceed the may have been subject to the lien of 
amount of the judgment or of the at- the judgment, attachment, or other 
tachment with interest, and shall not lien; nor, in the event that such pro- 
exceed the proceeds of the assets of the ceeds are less than the aggregate 
respective Russian national against amount of all valid claims so related 
whose assets in the United States the to the same assets, exceed an amount 
lien was asserted. In the event that equal to the proportion which each such 
such proceeds are insufficient to make claim bears to the total amount of such 
payment in full of these claims, pay- proceeds.” 

ment thereof shall be prorated and paid 

up to the amount of such proceeds.” 


If we place the Commission's interpretation on its language in its proposed 
bill, we would make it unconstitutional. We never have and cannot now deprive 
our citizens of vested rights . 


9. Assignees and 
10. Definitions 


The differences are in language and not in content. 

Should the committee prefer the provisions of the proposed bill on these 
points, they can without difficulty be substituted for the equivalent provisions in 
the other resolutions. Those who have had any experience with these Russian 
matters, including the State, Justice, and Treasury Departments, have approved 
the language of the Kearney-Keogh resolutions. 


CONCLUSIONS 


The most important difference between the Kearney-Keogh resolutions and 
the Commission’s bill, which the Comparative Analysis ignores, is that under 
its bill they ask for 4 years within which to conclude their work, while the 
existing law, which is continued in effect by the proposed resolutions, requires 
conclusion of all of the work within 2 years, 
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I wil not burden the committee with a repetition of the other differences 
as to the time elements, as to fling of claims, etc., since they have already been 
covered by direct testimony. 

Chairman Ricuarps. Was there anything else you desired to say / 

Mr. Muvrer. | will not take the time of the conimittee any further. 

Chairman Ricnarps. Thank you very much for your appearance. 

This concludes the public hearing, unless some member of the Gov- 
ernment who has been here and has heard these witnesses would like 
to rebut any of t! © points that have been made. 

It isa type of bill that requires a good deal of knowledge of the law 
and erudition, and all that sort of thing, which is difficult for a country 
lawyer from South Carolina like myself. I don’t want to leave any 
vacuum in these hearings. Possibly we will have to call later some 
other witnesses from the Government in executive session. This con- 
eludes the public hearings. The committee stands adjourned until 
next Tuesday at 10:30. 

Mr. Cuarnam. Nothing is going on in the House until Thursday. 

Chairman Ricuarps. Notwithstanding, the time and date stands. 
I hope you can be here. 

Mr. Vorys. Would it be possible to adjourn the committee and have 
an executive session right now for a few minutes to discuss the pro- 
cedure on this particular bill, or possibly adjourn and have an infornral 
discussion with our staff and the committee members that are in- 
terested / 

Chairman Ricuarps. The committee will go into executive session 
ric ht now for a few minutes. 

(Whereupon, at 12:05 p. m., the committee adjourned. ) 
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TEx?’ OF LifviNov ASSIGNMENT 


WASHINGTON, November 16, 1933. 
Mr. FRANKLIN 1). ROOSEVELT, 
President of the United States of America, 
The White House. 

My Drak Mk. PreEsIDENT: Following our conversations I have the honor 
to inform you that the Government of the Union of Soviet Socialist Republics 
agrees that, preparatory to a final settlement of the claims and counterclaims 
between the Governments of the Union of Soviet Socialist Republics and the 
United States of American and the claims of their nationals, the Government 
of the Union of Soviet Socialist Republics will not take any steps to enforce 
any decisions of courts or initiate any new litigations for the amounts admitted 
to be due or that may be found to be due it, as the successor of prior Govern- 
ments of Russia, or otherwise, from American nationals, including corporations, 
companies, partnerships, or associations, and also the Claim against the United 
States of the Russian Volunteer Fleet, now in litigation in the United States 
Court of Claims, and will not object to such amounts being assigned and does 
hereby release and assign all such amounts to the Government of the United 
States, the Government of the Union of Soviet Socialist Republics to be duly 
notified in each case of any amount realized by the Government of the United 
States from such release and assignment. 

The Government of the Union of Soviet Socialist Republics further agrees, 
preparatory to the settlement referred to above not to make any claims with 
respect to: 

(a) judgments rendered or that may be rendered by American courts insofar 
us they relate to property, or rights, or interests therein, in which the Union 
of Soviet Socialist Republics or its nationals may have had or may claim to 
have an interest; or 

(b) acts done or settlements made by or with the Government of the United 
States, or public officials in the United States, or its nationals, relating to prop- 
erty, credits, or obligations of any Government of Russia or nationals thereof, 

I am, my dear Mr. President, 

Very sincerely yours, 


Maxim M. Lirvinovy, 
People’s Commissar for Foreign Affairs, 
Union of Soviet Socialist Republics. 


THe WHitr House, 
Washington, November 16, 1933. 
Mr. Mayim M. Litvinov, 
People’s Commissar for Forcign Affairs, 
Union of Soviet Socialist Republics. 

My Dear Mr. Litvinov: I am happy to acknowledge the receipt of your letter 
of November 16, 1933, in which you state that: 

“The Government of the Union of Soviet Socialist Republics agrees that, 
preparatory to a final settlement of the claims and counterclaims, between the 
Governments of the Union of Soviet Socialist Republics and the United States 
of America, and the claims of their nationals, the Government of the Union of 
Soviet Socialist Republics will not take any steps to enforce any decisions of 
courts or initiate any new litigations for the amounts admitted to be due or that 
may be found to be due it, as the successor of prior Governments of Russia. or 
otherwise, from American nationals, including corporations, companies, part- 
nerships, or associations, and also the claim against the United States of the 
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Russian Volunteer Fleet, now in litigation-in the United States Court of Claims, 
and will not object to such amounts being assigned and does hereby release and 
assign all such amounts to the Government of the United States, the Government 
of the Union of Soviet Socialist Republics to be duly notified in each case of 
any amount realized by the Government of the United States from such release 
and assignment. 

“The Government of the Union of Soviet Socialist Republics further agrees, 
preparatory to the settlement referred to above, not to make any claim with 
respect to: 

“(a) judgments rendered or that may be rendered by American courts inso- 
far as they relate to property, or rights, or interests therein, in which the Union 
of Soviet Socialist Republics or its nationals may have had or may claim to have 
an interest; or 

““(b) acts done or settlements made by or with the Government of the United 
States, or public officials in the United States, or its nationals, relating to prop- 
erty, credits, or obligations of any Government of Russia or nationals thereof.” 

I am glad to have these undertakings by your Government and I shall be 
pleased to notify your Government in each case of any amount realized by the 
yovernment of the United States from the release and assignment to it of the 
amounts admitted to be due, or that may be found to be due, the Government 
of the Union of Soviet Socialist Republics, and of the amount that may be 
found to be due on the claim of the Russian Volunteer Fleet. 

I am, my dear Mr. Litvinov, 

Very sincerely yours, 
FRANKLIN D. ROOSEVELT. 


Document No. 7 
Subject: Ughet Assignment 
411.61 Assignment/2a 
AveGusT 25, 1933. 

Know all men by these presents that I, the undersigned, Serge Ughet, as 
Russian Financial Attaché and Custodian of the Property of the Russian Gov- 
ernment in the United States, acting for and on behalf of the State of Russia, 
for and in consideration of good and valuable considerations by the United 
States of America to the State of Russia paid, the receipt of which is hereby 
acknowledged, have assigned, transferred, set over and delivered and by these 
presents do assign, transfer, set over and deliver unto the United States of 
America, its successors and assigns, to its and their own proper use and benefit 
forever, all property, of whatsoever nature and description, in the United States 
belonging to the State of Russia, together with all claims and demands of every 
nature and description, whether legal or equitable, existing in favor of the State 
of Russia in the United States, or against any person, firm, or corporation in the 
United States, or arising out of any contract or agreement or transaction in the 
United States or otherwise, including therein among others the following prop- 
erty and claims: 

(1) Claim for approximately $4,976,722.78 with interest for a balance of the 
Russian Government with the Guaranty Trust Company of New York. 

(2) Claim for approximately $15,000.00 against the Guaranty Trust Company 
of New York arising out of a contract with the Morton Truck & Tractor Company. 

(3) Claim for approximately $46,584.18 balance on deposit with the New York 
Trust Company on account of a bond issue of the Vladikavkas Railway Com- 
pany. 

(4) Claim for approximately $11,680.00 against the said New York Trust 
Company on account of a balance of a payment made by the Russian Financial 
Attaché on or about September 10, 1918, in connection with the same bonds. 

(5) Claim for approximately $140,000.00 against the National City Bank of 
New York on account of a payment made to the said bank regarding certain 
shoes ordered for working men and employees of the Vladikavkas Railway 
Company. 

(6) Claim for approximately $1,050,000.00 with interest against the Curtiss 
Aeroplane & Motor Company. 

(7) Claim for approximately $384,118.07 with interest for moneys due from 
the Canadian Pacific Railway Company under contracts with the Russian 
Government, 

(8) Claim for approximately $1,412,532.35 with interest on account of the 
amounts due by the United States Shipping Board for the requisition of Hulls 
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Nos. 6 and 7 of the Russian Volunteer Fleet, action in connection with which is 
now pending in the United States Court of Claims No. 69A. 

(9) Claim for the sum of approximately $218,750.00 originally deposited with 
the Guaranty Trust Company as escrow money on Hull No. 6 under the contract 
for the purchase of said hull by the said Russian Volunteer Fleet. 

(10) Claim for the sum of approximately $23,643.75 on account of a balance 
due by the United States Shipping Board in connection with the charter of 
certain steamers of the said Russian Volunteer Fleet. 

The foregoing list of claims is not intended to be exclusive. It is the inten- 
tion of this assignment to transfer to the United States of America all property, 
rights and claims having a situs in the United States formerly belonging to 
either the Imperial Russian Government or the Provisional Russian Government. 

Excluding from this assignment, however, the right, title and interest of the 
said State of Russia in and to the claim, demand or cause of action involved 
in the pending suit in equity in the United States District Court for the South- 
ern District of New York, No. E 46-6, entitled “State of Russia, plaintiff, against 
Bankers Trust Company and National City Bank of New York, defendants.” 

In witness whereof, the said Serge Ughet as Russian Financial Attaché and 
Custodian of the property of the Russian Government in the United States, 
acting for and on behalf of the State of Russia, has hereunto set his hand and 
seal this 25th day of August 1933. 

/8/ SERGE UGHET, 
As Russian Financial Attaché and Custodian of the property of the 
Russian Government in the United States, acting for and on behalf of 
the State of Russia. 


Bankers Trust Company File 311.6154 
NOVEMBER 15, 1933. 

Know all men by these presents that the undersigned Serge Ughet, as Russian 
Financial Attache and as Custodian of the property of the Russian Government 
in the United States, acting for and on behalf of the State of Russia, for and in 
consideration of good and valuable considerations by the United States of Amer- 
ica paid to the said State of Russia, receipt of all of which is hereby acknowl- 
edged, have assigned, transferred, set over and delivered, and by these presents 
do assign, transfer, set over, and deliver unto the United States of America, its 
successors and assigns, for its and their own proper use and benefit forever, the 
claim, demand, and cause of action against the Bankers Trust Company and the 
National City Bank of New York embraced in the Suit in Equity, the appeal in 
which from the United States District Court for the Southern District of New 
York is now pending in the United States Circuit Court of Appeals for the 
Second Circuit, which suit was No. E 46—6 in the United States District Court 
for the Southern District of New York, and was there entitled “State of Russia, 
plaintiff, against Bankers Trust Company and National City Bank of New York, 
defendants.” 

This assignment is made with the understanding that the prosecution of the 
said suit and the appeal therefrom may be continued in the name of the State 
of Russia, but for the benefit of the United States of America, by Messrs. Coudert 
Brothers, Solicitors, until such time as the United States of America shall in 
writing terminate the authority of the said Coudert Brothers as solicitors therein, 
after which time the said suit and any appeal therein may and shall be prose- 
cuted by the Government of the United States of America by such attorneys and 
in such proper name as the said Government of the United States of America 
may designate. 

In witness whereof I, the said Serge Ughet, as such Russian Financial Attache 
and Custodian of the property of the Russian Government in the United States, 
acting for and on behalf of the State of Russia, have hereunto set my hand and 
seal this 15th day of November, 1933. 

{s] Serer UeHET, 
As Russian Financial Attaché and Custodian of the property of the Russian 

Government in the United States, acting for and on behalf of the State of 

Russia, 
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STATEMENT BY Cart Marks & Co., INC. IN Criticism oF Drarr BILL To AMEND 
tHE INTERNATIONAL CLAIMS SETTLEMENT AcT oF 1949, AS AMENDED, AND FOR 
OTHER PURPOSES 


Insofar as the resolution under consideration proposes to create machinery 
Which will enable a partial liquidation of the pre-Soviet Russian debt owed to 
American nationals, we favor its active support. However, section 405 which, 
in effect, limits the claims of bonds of the Soviet Government or prior Govern- 
ments of Russia or the nationals thereof if they were acquired by claimants for 
less than face value. is completely untenable and has no jutification on legal or 
economic grounds or in our customary business dealings. 

Any rule which limits the value of claims to the amount paid by the last buyer 
is a renunciation of one of the basic and most important principles of our 
capitalistic system and a deterrent to a free and equitable disposal and acquisi- 
tion of property or assets or rights. Complete and free transfer of a bona fide 
owner's rights and privileges in any property deed or agreement is a natural and 
normal grant established by our Constitution. If we limit the future recover- 
nuble value of an asset to the last cost, it would immediately destroy the possibil- 
ities of dealing in claims, notes, ete., and an untenable principle in our free 
economic svstem would be established. This clause, if permitted to remain, 
would set an inequitable precedent, dangerous to our present mode of trade. 

In the question before us a brief background history is essential to a fair ap- 
praisal of the significance of this resolution and the relationship of the pre-Soviet 
or ezarist bonds to the total claims of American nationals against Russia. 

Between 1914 and 1917, S75 million of Imperial Russian Government bonds 
were sold directly to American investors through J. ?. Morean & Co, and the 
National City Bank of New York. The proceeds were credited directly to the 
Russian Government. During the czarist regime and for some time after the 
fall of the snecessor provisional government interest payments on these bonds 
were continued. In June 1919 the payment of both interest and principal was 
defaulted. Russia assumed an external obligation to pay the bondholders in the 
nite? States of America. This was not an investment made internally in 
Russ n industry, and no business risks were involved. The lenders did not sub- 
ject themselves to Russian laws or regulations, or place themselves in a position 
where they would be subject to Russian internal political or economic conditions. 

Between 1919 and 1933 there were numerous nevotiations for the settlement of 
the Russian debt to American nationals. In these discussions of the claims 
due to American nationals no distinction was made between the claims of bond- 
holders and the claims of other creditors. 

In 1933, following the assumption of diplomatic relations between this coun- 
try and Soviet Russia, negotiations were started for the settlement of American 
claims. We were advised by the United States State Department that the 
ezarist dollar bonds were included in these negotiations. A study of the neogtia- 
tions as disclosed by our Ambassador, Joseph EF. Davies, reveals that Russia 
‘vould have taken steps to complete the Litvinoff debt agreement if it had heen 
financially possible for Russia to offer the same terms of settlement to “27 other 
most-favored nations.” These nevotiations and further discussions in 1946 leave 
no donbt that the hondholders’ claim conld not be considered as renudiated, and 
that the claims of the bondholders were being officially recognized and pressed by 
our own State Department. These negotiations resulted in the Litvinoff As- 
signments in which Russia released and assigned to the United States all 
amounts dne from American nationals to Russia. 

It has been the specific understanding of this Government and of Russia that 
the funds accumulated under the Litvinoff Assignments would be disbursed by 
the United States to American nationals in partial settlement of their claims, 
whether the claims arose by reason of the confiscatory decrees and acts of the 
Soviet Government resulting in the taking of property of such nationals or the 
repudistion of State dehts and obligations of prior “overnments of Russia. Be- 
cause of this understanding we conclude that claims based on Russian internal 
investments and transactions and subiect to Russian governmental supervision 
have equal rights with Russian external claims and agreements with that 
sovereign government. If this resolution were permitted to limit the claims of 
the hondholders, is it not conceivable that the Russinn Government might vse 
this reduction of claims as an argument to reduce its external obligations at 
some future time? 

In June 1939, President Roosevelt and Secretary of State Cordell Hull recom 
mended the approval of House Joint Resolution 315 which set up the machinery 
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for the adjudication by a commission of claims of American nationals against 
Russia. Neither the recommendation nor the bill itself distinguished between 
claims based upon defaulted czarist bonds and other claims of American na- 
tionals. 

It is respectfully submitted to this committee that as a matter of law the 
purchase of a security transfers to the buyer all the right, title, and interest 
ueld by the seller and all the rights and claims carried by the security itself, 
regardless of the price at which the transaction is made. In other words, the 
sale of a bend at either a premium over or a discount from its face value trans- 
fers to the buyer all the rights, claims and value inherent in the bond itself. 
This legal concept is violated by the provision in the resolution under consid- 
eration limiting the allowance on claims based on bonds of the Soviet govern- 
ment or prior governments of Russia which were purchased for less than their 
face value to the extent of the actual consideration paid therefor prior to Jan- 
vary 1, 19538. 

It is submitted to this committee that the inclusion of the aforementioned dis- 
criminatory provision is economically unsound. Obviously, any limitations of 
the transfer of rights or privileges of claims in the form of securities, notes, 
claims ete., otherwise would limit their value and marketability. A new and 
inequitable theory for the settlement of international and national claims is 
being proposed herein: a theory which could lead to immeasurable harm for our 
investments abroad and the discouragement of future investments in foreign 
countries. 

Permitting section 405 to remain, creates a dangerous precedent. Under this 
provision it is obvious that if there is the prospect of the holder of a defaulted 
security being limited to his cost, all trading in defaulted securities would com- 
jletelty cease. This would be most unfortunate to those whe purchased their 
securities before such default, for they would have no market in which to dis- 
pose of their defaulted bonds if the urgent need for funds arose. It could also 
disrupt the orderly purchase and sale of securities on which there is no default 
but which are selling for less than face or par value. There are a great many 
securities in that category and the concept of discrimination predicated on the 
consideration paid for a security can and may seriously affect trading ©: this 
category. The American stock exchange has gone on record with this com- 
mittee that the concept of limiting claim to cost is inconceivable and we are sure 
that the New York Stock Exchange agrees with this conclusion. 

In 1933 the Foreign Bondholders Protective Council, Inc., was formed at the 
suggestion of responsible officials of our Government, who expressed the need 
for an adequate and distinterested organization for the protection of American 
holders of foreign government securities, this problem being of such great and 
urgent importance to American investors, and of such public significance as to 
make its proper handling a public service. The formation of the council was 
based on the traditional policy of the American Government that loan and invest- 
ment transactions were primarily private actions to be handled by the parties 
directly concerned. The council has limited its activities to negotiations of 
debt settlements directly with foreign governments in cases involving the in- 
terests of American holders of publicly offered dollar bonds of such foreign 
governments or their political subdivisions. 

In the case of czarist bonds, however, we are concerned presently only with the 
matter of distributing funds deposited with the United States Treasury. The 
Foreign Bondholders Protective Council has not intervened since this is purely 
a domestic matter. However, it is important to note that in all its negotiations 
and dealings with foreign governments on behalf of bondholders, the council 
proposed as a basis of the settlement the original value of the security itself 
and not the cost of the security. 

We should like to call the attention of this committee to the fact that the 
British authorities have sequestered similar funds on behalf of British nationals 
in the cases of Germany, Hungary, Rumania, Bulgaria, and some others. At no 
time was the cost of these securities nade a basis for the allowance of claims. 

It would appear that the discriminatory provision, section 405, was included 
in the joint resolutions without regard to the rights preserved in our Constitu- 
tion and the recognized priciples of free trade, and in contravention of the 
recognized principles of international law and practice. 

It is difficult to conceive that a special restriction contrary to sound economic 
principles and the natural laws affecting the sales and transfers of assets will 
be imposed in this case. It is not difficult to see that section 405 deprives the 
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owner of his certain inalienable rights which are inherent in the ownership of 
securities. The establishment of the principle outlined in section 405 of the 
resolution can only result in grave danger to our free economic system and lead 
to the inequitable adjudication of these claims. 

There should be no doubt in the minds of the members of your committee that 
the basis for a claim should be the original face value of the security and not 
the price at which the security last changed hands. 

We respectfully suggest that section 405 of the resolution be eliminated en- 
tirely so that the bondholders may register the amount of claim to which they 
are logically and legally entitled. 


AMERICAN STOCK EXCHANGE, 
New York, N. Y., April 14, 1955. 
Hon. JAMES P. RicHArRDs, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN RicHarps: Reference is made to draft bill (committee 
print) dated March 18, 1955, to amend the International Claims Settlement Act 
of 1949, as amended. and for other purposes. 

Title II of said bill relates to claims against Bulgaria, Hungary, and Rumania; 
title III relates to claims against Italy; and title IV relates to claims against 
the Soviet Union. Under all three titles there is a section, identical as to lan- 
guage, viz, sections 219, 305, and 405, regarding which the American Stock Ex- 
change desires to go on record in opposition. These sections read as follows: 

“The amount of any award based on a claim of a national of the United States 
other than the national of the United States to whom the claim originally accrued 
shall not exceed the amount of the actual consideration last paid therefor prior 
to January 1, 1953.” 

As I understand it, it is a matter of law, and it has always been the policy 
of the American Stock Exchange, and, we believe, of the New York Stock Ex- 
change and all other national securities exchanges, as well as of security brokers 
and dealers generally, that the purchase of any security transfers to the buyer 
all of the right, title, and interest held by the seller, and all rights and claims 
carried by the security itself, regardless of the price at which the transaction 
is made. In other words, the sale of a bond, for example, at either a premium 
ever or a discount from its face value transfers to the buyer all of the rights, 
claims, and value inherent in the bond itself. 

The only securities now dealt in on the American Stock Exchange which may 
be affected by the aforementioned bill are as follows: 

Imperial Russian Government 3-year 61% percent credit gold certificates due 
June 18, 1919 ($50 million face value issued). 

Imperial Russian Government (external loan) 5-year treasury gold 544’s due 
December 1, 1921 ($25 million face value issued). 

The above securities have been dealt in on the American Stock Exchange 
(formerly the New York Stock Exchange) since June 27, 1921, the date this 
exchange occupied its present Exchange Building, and were dealt in on the 
old outdoor Curb Market prior to that date. Since their admission to dealings 
on this exchange these securities have always sold at a very substantial discount 
from face value. However, there has never been any question but that the 
seller sold and the buyer bought all rights and claims which the securities 
themselves carry or purport to carry. 

As a matter of fact, certain Hungarian and Italian corporate issues are also 
dealt in on this exchange, but we do not understand that these are affected by 
the proposed bill, which appears to only cover governmental issues. In addition, 
we believe that certain other Bulgarian, Hungarian, Rumanian, and Italian 
governmental securities may also be dealt in on the New York Stock Exchange 
or other national securities exchanges or in the over-the-counter markets in 
the United States, and the same situation prevails with respect to these 
securities. 

We respectfully submit that to attempt at this time to limit any claims which 
holders of said securities have acquired to the actual consideration which 
they paid for such securities would be unjust and unfair to the holders of such 
securities, a deprivation of their property, and a violation of their contractual 
rights in violation of the Constitution of the United States. 

Very truly yours, 
MarTIN J. KEENA, Vice President. 
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SvuecestED AMENDMENT TO Drarr LEGISLATION, OFFERED BY VALERIO GEORGESCU, 
New York, N. Y. 


(Proposed provision to be incorporated in sec. 217.) 

“For purposes of this section 217 the term “nationals of the United States” 
shall include (1) persons who were nationals of the United States at the time 
of nationalization, compulsory liquidation, or other taking of their property, 
rights, or interests, and at all times thereafter to the effective date of this Act, 
and (2) persons who were not nationals of the United States at the time of 
nationalization, compulsory liquidation, or other taking of their property, rights, 
or interests, but who are nationals of the United States at the effective date of 
this Act: Provided, That (a) they actively aided the cause of the Western 
Allies and the United States during World War II at risk of life and liberty, 
(b) they were imprisoned by Axis Powers or any of their allies during World 
War II, and (c) they were, while resident in the United States, made the 
subject of a decision, order, or decree of the Communist regime confiscating their 
property because of their aililiation with the United States.” 


[Telegram] 
New York, April 29, 1955. 
FOREIGN AFFAIRS COMMITTEE, 
House of Representatives, Washington, D. C.; 

Standard Oil Co. of New Jersey respectfully submits to committee for con- 
sideration following two amendments to Senate bill S. 1310 introduced by Sen- 
ator George: 

Amendment 1: To title II, section 217 (1), add on line 22 following reference 
to articles 24 and 25, “and 33”. 

Article 33 of Rumanian Peace Treaty covers disputes arising between nationals 
of United Nations and the Rumanian Government in respect of prices paid 
by the Rumanian Government for reparations deliveries. Wholly owned Stand- 
ard Oil subsidiary in Rumania, Romano Americana, was forced by Rumanian 
Government to make reparations deliveries at grossly inadequate prices. Article 
33 of Rumanian Peace Treaty provides for relief in such cases. We have com- 
plied with article 33 to point of arbitration before United Nations but even 
favorable decisions by United Nations arbitrator would be without avail since 
Rumanian Government in negotiations with United States Government has 
already denied and repudiated its obligations under article 33. 

Amendment 2: To title II add to section 223 ‘“‘or prejudice rights at later date 
of nationals of United States to full restoration of properties and rights nation- 
alized by Bulgaria, Hungary, and Rumania.” 

As Standard Oil Co. of New Jersey owned important concessions and producing 
properties in both Hungary and Rumania, amendment 2 would appear essen- 
tial. Would greatly appreciate inclusion of amendments 1 and 2 above as 
indicated in bill S. 1310. 

STANDARD OIL Co., of NEw JERSEY. 


ee 


RIEGELMAN, STRASSER & SPIEGELBERG, 
Washington 6, D. C., April 19, 1955. 
Hon, JAMES P. RICHARDS, 
Chairman, Committee on Foreign Affairs, House of Representatives, 
Washington 25, D. C. 

DEAR CONGRESSMAN RICHARDS: With reference to the committee print of the 
new international claims bill presently under consideration by your committee, 
I respectfully submit a proposal for an amendment. 

The proposal is to clarify section 217 of the bill so as to make it clear that the 
claims to be asserted by American citizens for losses incurred in the satellite 
countries may be asserted whether the property was owned directly by the citizen 
or indirectly, through a foreign corporation. I have been advised informally that 
the Foreign Claims Settlement Commission does plan to construe the law as 
recognizing indirect claims. However, any ambiguity could be easily removed by 
amending the bill as follows: 

Section 217 (2), committee print, page 28, line 4: Strike the word “of” and sub- 
stitute therefor “owned directly or indirectly by’; 
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Section 217 (3), committee print, page 28, line 7: After the word “acquired” 
insert “directly or indirectly”. 

The two paragraphs would then read as follows: 

“(2) pay effective compensation for the nationalization, compulsory liquida- 
tion, or other taking, prior to the effective date of this act, of property, rights, and 
interests owned directly or indirectly by nationals of the United States in Bul- 
garia, Hungary, and Rumania: and 

“(3) meet obligations arising out of contracts which existed on, or out of other 
rights which were acquired directly or indirectly by nationals of the United 
States * * *.” 

Recognition of indirect ownership under the pending bill would merely carry 
forward a principle applied in the settlement of claims against Yugoslavia. 
Claims based on indirect ownership were recognized under article 2 (C) of the 
Yugoslav Claims Agreement of July 19, 1948, and were, thereafter, allowed by 
the Commission. 

Sincerely yours, 
RICHARD SCHIFTER. 





SMITH, SARGENT, DOMAN &-GRANT, 
New York 17, N. Y., April 19, 1955. 
Congressman ALBERT P. MoRANO, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN Morano: It was good to have seen you during the pre- 
Easter sessions of the Committee on Foreign Affairs, when it had discussed the 
draft bill to amend the International Claims Settlement Act of 1949. I eannot 
tell you how much I was gratified because of your genuine interest in the subject. 
I very much hope that you will be present this week when the hearings continue 
and add your contribution toward a better bill on the subject. Enclosed please 
find another copy of my prepared statement dealing with the eligibility of Ameri- 
can residents whose property was confiscated by either Rumania, Hungary, or 
Bulgaria (see. 217 (2) of the draft bill). These persons have no other allegiance 
or nationality except American; they are the primary victims of Communist 
persecution, who though in the United States in the 1945-50 period as stateless 
persons, when the Communists confiscated their property in Europe, were not yet 
American citizens at that time. 

According to Mr. Clay, one of the Commissioners of the Foreign Claims Settle- 
ment Commission, these persons would be ineligible for awards out of the Ru- 
manian, Hungarian, and Bulgarian funds because of the Commission’s interpre- 
tation of international law. This proposed legislation is a matter of congressional 
grace and has no basis in international law. There are many of us who feel that 
it is incumbent on Congress to set forth the eligibility requirements without the 
confusing reference to international law. 

We heard a Government witness claim that making eligible those of our citi- 
zens who were only residents in the United States at the time when their property 
was confiscated over there, would unduly increase the number of claimants and 
the quota on the awards. To this I must say that in my estimation there are less 
than 100 such claimants for Hungary, Rumania, and Bulgaria combined. Why 
should we discriminate against those of our people whose property was taken 
irhile and because they were in the United States. 

In addition to the subject covered in my prepared statement, I am greatly 
disturbed about section 202 of the draft bill which intends to confiscate private 
property, except private property “directly owned by natural persons’. This 
would mean that so-called family corporations owned by United States citizens 
and residents would also be subject to seizure. Section 32 (a) of the Trading 
With the Enemy Act does not permit a return of vested corporate property 
except when 100 percent of the shares of stock was owned on the return date 
by American citizens. For instance: if an American owns 99 percent of the 
shares of a subsidiary in Rumania and the assets of this subsidiary were vested 
by the Office of Alien Property, then there is no clause of the Trading With the 
Enemy Act (neither sec. 9, nor sec. 32) which con'd pernit the return of the 
vested property to the American parent. The draft bill would result in the 
use of assets of the Rumanian subsidiary in the United States for the purpose 
of compensating total strangers. Is it due process to take the property of an 
American citizen or resident against his will and use in reprisal against the 
government of a foreign country? 
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the Enemy Act and the draft bill to amend the International Claims Settle 
ment Act with another example. Mr. and Mrs. Louis de Georgey, formerly of 
Hungary, owned some property in the United States before the war in the 
name of their family company, a Hungarian corporation. They were identical 
with the company and they owned all of its stock. The property in the United 
States consisting of cash, was vested by the Office of Alien Property in 1948. 
In 1947 Mr. and Mrs. de Georgey dissolved and liquidated the company in 
llungary, which therefore no longer exists, and they came to the United States 
as skilled agriculturists. They are now American citizens. Their claim for the 
roturn of the vested property cannot be granted because of the referred to 
wording of section 82 (a). The draft bill would remove the last chance of the 
recovery of their private property, since its section 202 would result in the 
use of their property for the satisfaction of the claims of other American citi- 
zens, at their expense... I wonder what is the rationale of taking property from 
one set of American citizens and giving it to another set of American citizens, 
without their consent. Corporate property to the extent owned by persons in 
the United States or in NATO countries should not be seized without compen- 
sation. 

Another typical case concerns the blocked account of a Hungarian company 
whose majority stockholders escaped from behind the Lron Curtain after terrible 
persecution. These people, whom I know, risked their lives during the war 
by hiding allied PW’s. All their property was confiscated by the Nazis, and 
whatever else was left, by the Communists. Do we want now to seize their 
remaining assets and mop up what the Communists could not succeed in doing 
because these assets were in the United States? These stockholders are in the 
United States, Canada, England, and France. I see no objection against seizing 
the property of the various governments enumerated under title II, but does it 
stand to reason to hit the frontline victims of Communist persecutien with 
legislation directed against the Communist persecutors themselves? These per- 
sons are within our jurisdiction and not only do the governments behind the 
Iron Curtain have no interest in protecting their property, but would bave 
taken such property from them if they only had a chance to do so. 

It would be a dangerous precedent to disregard the private property character 
of corporate property. The Supreme Court of the United States has repeatedly 
pierced the corporate veil to prevent injustice not contemplated by Congress. 
The decision of the Supreme Court in the case of Aaufman vy. Société Interna- 
tionale (348 U. S. 156, 96 L. Ed. 853, 72 Sup. Ct. 611), recognized the property 
rights of nonenemy stockholders in enemy corporations. The proposed whole- 
sale confiscation of assets standing in the name of Rumanian, Hungarian, and 
Bulgarian corporations, irrespective of the nonenemy character of their stock- 
holders, would be a legislative reversal of the cited Supreme Court decision. 
There is no moral or legal justification to seize corporate property beneficially 
owned’ by Americans or even by foreign nationals outside the Iron Curtain. If 
we take the position that these corporations no longer exist, then beneficial 
ownership is with the owner of the equity, the stockholders. 

It would serve a public purpose if you could highlight the hearings with ques- 
tions tending to bring out the points discussed in this letter and help avoid the 
seizure of private property of persons residing outside the Iron Curtain. 

With best revards, Tam, 

Sincerely yours, 


Maybe I can illustrate the eombined effect of section 32 of the Trading With 


NICHOLAS R. DOMAN. 


Rreynotrps & Co. 
Philadelphia 2, Pa., April 22, 1955. 
Chairman James P, RicHarDs, 
Foreiqn Affairs Committee, 
House of Representatives, Washington, D. C. 

HONORABLE SIR: I represent the owners of about $9 million par value of Russian 
honds to whem T owe a moral and financial responsibility since I suegested 
purchase on the assumption that the funds which would be distributed under 
the Litvinov Agreement would be divided equally among all claimants. There is 
no precedent to the contrary. In the recent German and Japanese settlements, 
there was no distinction made between bondholders. 

There is pending before your committee a bill to amend the International 
Claims Settlement Act of 1949. May I have clarification of section 405 of title IV 
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and do I interpret the following correctly: Bonds are to be recognized at their 
face value plus interest and those purchasing bonds after January 1, 1953, will 
be presumed to have paid the closing price of December 31, 1952, which was 
$32.50 per thousand dollar bond. It is proposed to distribute initially up to 
$1,000 to all claimants. Conceivably, there could be sufficient individual claim- 
ants to exhaust the fund without any residue, thus a claimant with 2 bonds 
would be awarded as much as a claimant with 500 bonds. Presumably it is the 
purpose of the bill to give preference to original purchasers. 

May I cite the following example: One original claimant bought 10 bonds at 
97, the issue price. for which he paid, $9,700. Another bought 2 bonds at the 
issue price for which he paid $1,940. Assuming after the initial distribution, 
there is a residue of 5 percent, the 10-bond purchaser would have received 
$1,435, which is less than 15 percent of his original cost, and the 2-bond purchaser 
will have received $1,047, which will be over 55 percent of his original cost. 

One must conclude, therefore, that the formulae are fallacious. May I sug- 
gest, therefore, that section 405 be deleted and substituted therefor a provision 
that all claimants be treated equally in the ratio which their claims bear to the 
available funds. Anything to the contrary is inequitable, unethical, and un- 
American. May I hear from you. 

Most respectfully yours, 


EMANUEL A, LERMAN. 


GREENWALD, KOVNER & GOLDSMITH, 
New York 38, April 26, 1955. 
Hon. JAMES P, RICHARDS, 
Chairman of the Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN RICHARDS: In connection with my testimony of April 21 
on the draft bill to amend the International Claims Settlement Act of 1949, 
Congressman Vorys inquired whether we had joined the Office of Alien Property 
in the lawsuit brought by our client, Nicholas L. Deak, against Mobiliare, a Swiss 
corporation. On page 304 of my testimony the following questions and answers 
appear : 

“Mr. Gorpon. Do the members of the committee have any questions? 

“Mr. Vorys. I have this question, Mr. Chairman. I confess my unfamiliarity 
with the status of the Office of Alien Property. You have a judgment in what 

“Mr. Kovner. We have a judgment in the Supreme Court of the State of New 
York. 

“Mr. Vorys. Is it possible to make the Alien Property Custodian a party to 
the judgment in any form? 

“Mr. Kovner. NO, sir.” 

The implication of Mr. Vorys’ question seemed to be that either a remedy to 
obtain payment existed and we did not avail ourselves of that remedy, or a 
remedy should exist. Perhaps my testimony was not quite clear on this point, 
hence I am writing at this time to answer more fully Mr. Vorys’ question. 

Under the law as it now stands the Office of Alien Property is given the dis- 
cretion of granting or withholding a license. In the case of Codray v. Brownell 
(207 Fed. (2d) 610 decided 1953), suit was started against the Attorney General 
by the judgment creditor of a Hungarian corporation to compel the issuance 
of a license authorizing the payment of his judgment. The court held that it 
had no jurisdiction to entertain such a suit. The court stated: 

“We do not find in the sections cited, or elsewhere in the statute, anything 
which can be construed as a command that the President take affirmative action 
as to blocking, vesting, unblocking or licensing. In deciding whether or not 
to take such action, the President determines governmental policy; in acting 
he acts for the Government. So, when Codray sues to compel the Attorney 
General to act affirmatively for the Government, he is not suing to force an 
officer to perform a legal duty, but to force him to take governmental action 
which the statute permits but does not require. In other words, this suit is in 
effect against the United States. Larson v. Domestic and Foreign Commerce 
Corp. (1949, 337 U. S. 682, 69 S. Ct. 1457, 98 L. Ed. 1628). As it has not con- 
sented to be sued, the action should have been, as it was, dismissed.” (See page 
615 of the opinion.) 

We thus have a situation where the Office of Alien Property cannot be com- 
pelled under existing law to issue a license. The Office of Alien Property and 
the State Department have taken the position that the policy to be pursued 
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in cases like ours must be determined by the Congress. Therefore, there is no 
remedy available to us unless Congress provides one. The amendment proposed 
by us will establish the congressional policy that United States nationals who 
are judement creditors of Swiss concerns and who have attached the property 
of their debtors are entitled to be paid out of the attached assets before the 
residue is vested as Hungarian property. We think this is the proper policy 
for Congress to follow in the case of nonenemy concerns. United States creditors 
should, as a matter of equity, be entitled to have their judgments satisfied 
before any balance representing the equity of any Hungarian national is placed 
in a pool for distribution to other claimants. 
I request that this letter be incorporated as part of my testimony. 
Cordially yours, 


BERNARD KOvNER. 





SECTION BY SECTION ANALYSIS OF PROPOSED BILL To AMEND THE INTERNATIONAL 
CLAIMS SETTLEMENT Act or 1949 


(Prepared by Foreign Claims Settlement Commission of the United States and 
Office of Alien Property, Department of Justice) 


Sections 1 and 2 of the proposed bill propose technical amendments to the 
International Claims Settlement Act of 1949 whereby the act would become title 
1 of an amended act consisting of four titles. 

Section 3 of the proposed bill would add title II relating to claims against 
Bulgaria, Hungary and Rumania, title III relating to claims against Italy, and 
title IV relating to claims against the Soviet Union. 

Section 4 of the proposed bill (p. 48, Committee Print) would repeal Public 
Resolution 36, 76th Congress, which created the office of Commissioner of Claims 
of United States nationals against the Union of Soviet Socialist Republics. 
The reason for this is that claims therein authorized against the Soviet Union 
are provided for in more detail in the proposed title IV which would be added, 
by the proposed bill, to the International Claims Settlement Act of 1949. 


PROPOSED TITLE II—CLAIMS AGAINST BULGARIA, HUNGARY AND RUMANIA 


Section 201.—This section defines the terms “person”, “Treaties of Peace’, 
“award”, “United States’ when used in a geographical sense, “Nationals of 
the United States’ and “Commission”. The most significant definition is that of 
“Nationals of the United States’, because of its bearing on the eligibility of 
claimants. The definition embraces two types of persons, namely (1) persons 
who are presently citizens of the United States, or (2) those presently owing 
permanent allegiance to the United States. Aliens are expressly excluded. The 
definition should be read in conjunction with section 217 which authorizes settle- 
ment of claims of nationals of the United States, i. e., present citizens, but “in 
accordance with applicable law, including international law’. It is a general 
rule of international law that claims against foreign governments by the citizens 
or nationals of another country cannot be maintained by claimants not citizens of 
such other country at the time of loss. In other words the nationality of the 
claim as well as that of the claimant must be the same. 

Section 202 through section 215 relate to vesting and liquidation of assets 
belonging to Bulgaria, Rumania, and Hungary blocked by the United States pur- 
suant to Executive Order 8389 dated April 10, 1940, as amended. Such provisions 
are necessary in order to acquire funds for the payment of claims in accordance 
with sections 216 through 223. 


VESTING PROVISIONS 


Section 202.—Subsection (a): Provides for the vesting of Bulgarian, Hun- 
garian and Rumanian assets which were directly or indirectly owned by such 
governments or by any national thereof on September 15, 1947, and which were 
blocked in accordance with Executive Order 8389 of April 10, 1940, and remained 
blocked on the effective date of proposed title II. (September 15, 1947 is the 
date upon which treaties of peace became effective between such governments 
and the Government of the United States.) Such assets would vest in such 
officer or agency as the President may designate for this purpose. This sub- 
section would require liquidation of such assets as expeditiously as possible. 
Property, rights and interests found to be owned directly by natural persons 
would not be vested under this proposed subsection but would remain blocked 
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subject to release. The determination that any vested assets were not directly 
owned by natural persons at the date of vesting, under this subsection, would 
be within the sole discretion of the President or his designee and not subject 
to review by any court. 

Subsection (b): This subsection: provides that the proceeds of the liquidation 
of such vested assets shall be covered into the Treasury and provision is made 
for the divesting of such assets or their proceeds where it is determined that 
they were directly owned by natural persons at the date of vesting and carried 
in blocked accounts with the Treasury bearing no interest in the names of such 
owners. 

Subsection (¢): This subsection authorizes the President or his designee to 
require any person to furnish complete information with respect to such vested 
assets or past transactions therein and to produce books of account, records and 
other documents relative to such vested assets as may be necessary to enforce 
the provisions of section 202. 

Section 203—Provides for the implementation of vesting orders issued with 
respect to securities by requiring the issuing enterprise to issue new certificates 
or other instruments to the administering agency. 

Section 204.—Provides that the recording of a vesting order shall be effective 
to give notice for various purposes in the same way as the recording of a 
conveyance, assignment, ete. 

Section 205.—Provides for the full acquittance and discharge of any person 
complying with a vesting order of the President or his designee. 

Section 206.—Confers jurisdiction on Federal district courts to make and enter 
rules and to issue process as may be necessary to enforce the provisions of this 
title. 

Section 207.—Provides for a judicial remedy de novo and an administrative 
remedy, with judicial review, for claimants filing claims for the return of vested 
assets alleging that they are not nationals of Bulgaria, Hungary or Rumania. 
A claimant is required to choose one of the two procedures and may not avail 
himse'f of both. 

Section 208.—Provides that the President or his designee shall apply the 
property Vested under section 202 to the payment of debt claims of Americans 
agains: the prevesting owners. The claim of a creditor can be paid only from 
the vested property of his particular debtor. Debt claims against the three 
governments and debt claims payable in non-American currency are barred. 
The effect of this section is to permit the payment of the debts, if any, of pre- 
vesting owners to Americans prior to the application of such owners’ property 
to the payment by the Foreign Claims Settlement Commission of claims against 
the governments of such owners. The section authorizes judicial review of 
the disallowances of debt claims by the President or his designee. 

Section 209.—Grants hearing, examination and rule making powers to the 
President or his designee . 

Section 210.—Fixes a 1-year limitations period for the filing of suits and claims 
for return of vested property. 

Section 211.—Sets a 10 percent ceiling on attorney fees in suits or claims and 
authorizes any attorney or agent of the claimant to petition any district court 
for the payment of a larger fee. 

Section 212.—Provides that all Federal, State and local taxes otherwise pay- 
able shall not be rendered inapplicable by vesting and authorizes the vesting 
agency to pay such taxes. 

Section 213.—VProvides that the vesting agency may deduct the amount of its 
administrative expenses applicable to any particular assets prior to transferring 
them to the Treasury. 

Section 214.—Proscribes post-vesting liens, attachments, ete. against vested 
assets or the proceeds thereof. 

Section 215.—Sets forth criminal penalties for violations of title IT or rules 
and regulations thereunder. 


CLAIMS PROVISIONS 


Section 216,—Creates thre special funds to be known respectively as the Bul- 
garian Claims Fund, the Hungarian Claims Fund, and the Rumanian Claims 
Fund. Amounts covered into the Treasury pursuant to section 202 (a) and 
section 202 (b) of this title to the credit of these three funds are permanently 
appropriated for making payments authorized by section 222 of this act. A 


deduction of 5 percent from each of the funds established under this section is 
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provided as reimbursement to the United States Government for administrative 
expenses of the Commission and Treasury Department under this title. 

Section 217.—This section would authorize the Foreign Claims Settlement 
Commission to compensate claims of nationals of the United States arising out 
of the failure of the Governments of Bulgaria, Hungary or Rumania to restore 
or compensate for property, rights, and interests under certain articles of the 
treaties of peace with Bulgaria, Hungary, and Rumania. 

The pertinent articles of the treaties provided that the three countries were 
to return all property of the United Nations and their nationals as they then 
existed, free of all encumbrances to which the property had become subject as 
a result of the war. In those cases where, because of destruction or damage, 
as a result of the war, the property could not so be restored, the country in- 
volved was obligated to pay the amount of the loss or damage to the extent of 
two-thirds of the loss. All of the three specified countries have failed to comply 
with these obligations. Paragraph (1) of section 217 would provide for the 
settlement of claims so arising; and as provided in the treaties, awards made 
upon such claims would be in amounts not exceeding two-thirds of the loss or 
damage actually sustained. 

Within approximately 1 year following the treaties each of the countries in- 
volved undertook comprehensive nationalization programs, as a result of which 
virtually all private property was nationalized or otherwise taken. Paragraph 
(2) of section 217 authorizes the Commission to make awards on account of such 
expropriation measures. 

Also, in connection with these comprehensive nationalization programs, the 
three Balkan countries repudiated a large variety of contractual obligations 
represented by outstanding government bonds and similar commitments. Para- 
graph (3) of section 217 authorizes the Commission to make awards on account 
of such defaults. Compensable claims under this paragraph are limited to con- 
tractual obligations existing prior to the outbreak of the war which became 
payable prior to September 15, 1947, the effective date of all three treaties. 

Section 218.—This section provides a time limit of not more than 1 year after 
public notice in which claims under this title may be filed. Such public notice 
is required to be given within 60 days following enactment of this title or within 
60 days following enactment of legislation appropriating funds to the Commis- 
sion for administrative expenses. 

Section 219.—This section limits the award made to assignees or purchasers 
to an amount not exceeding the amount of actual consideration last paid prior 
to January 1, 1953. (This is an arbitrary date used for the purpose of pre- 
venting possible speculative profits on certain types of claims by purchasers. ) 

Section 220.—Each award made pursuant to section 217 would be certified 
to the Secretary of the Treasury in the chronological order in which they are 
made, in terms of United States currency. 

Section 221.—All payments authorized under section 222 of this title are 
required to be disbursed exclusively from the claims fund attributable to the 
country against which the claims are allowed pursuant to section 217 of this 
title and all amounts covered into the Treasury to the credit of such funds are 
permanently appropriated for the making of the payments authorized under 
section 222 of this title. 

Section 222.—Subsection (a): Authorizes the Secretary of the Treasury to 
make payments on account of awards certified by the Commission out of the 
three funds created by section 216 (a) and after deduction of 5 percent from 
each of the 3 funds for administrative expenses as provided for in section 216 
(b). 

Paragraph (1): Awards of $1,000 or less in principal amount would be paid 
in full. 

Paragraph (2): On awards of more than $1,000 a payment of $1,000 is author- 
ized. 

Paragraph (3): Additional payments are authorized to be made thereafter 
on a pro rata basis according to the proportions of the unpaid principal of all 
awards of more than $1,000 to the total amount remaining in the appropriate 
fund available at the time of making such payments. 

Paragraph (4): Interest on such awards as bear interest, would be paid on 
a pro rata basis only after all principal amounts of awards have been paid. 

Subsection (b): The Secretary of the Treasury, in accordance with such regu- 
lations as he may prescribe, is directed to pay to claimants the money awarded 
them by the Commission. 
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Subsection (c): When more than one award is made to the same claimant 
payable from the same fund, it is proposed that the aggregate of such awards 
shall constitute one award. This provision is designed to prevent the claimant 
from filing separate claims for several items of damage and thus obtaining un- 
warranted advantage of the $1,000 minimum payment provisions. Thus, for 
example, if a claimant suffered.a loss of $1,000 each on account of 2 separate 
properties each located in Hungary he would not receive 2 $1,000 payments but 
rather would obtain one award for $2,000 on account of which he would receive 
one $1,000 downpayment with the remaining balance subject to pro rating. 

Subsection (d): This subsection authorizes consolidated awards to be made 
when there are successors in interest to the person to whom the claim originally 
accrued which consolidated shall indicate their respective interests therein, 
and each such successor shall participate in the payment of such award only 
to the extent of his indicated fractional interest. In the absence of these pro- 
visions, authorizing consolidated awards, under these circumstances, each sepa- 
rate heir would receive an award for $1,000 and be paid in full under the 
minimum payment provisions. This result would appear to be an unwarranted 
application of the minimum payment provisions. 

Subsection (e): The Secretary of the Treasury may, when necessary or desir- 
able, defer payment on account of any award upon creation of an adequate 
reserve therefor. This provision is designed to facilitate payment on account 
of all awards even though, for one reason or another (e. g. the inability to 
locate a claimant to whom an award had been made), all priority payments of 
$1,000 or less cannot be completed. 

Section 223.—Payment of an award of less than the full amount of the claim 
as determined by the Commission does not divest a claimant, or the United 
States acting in his behalf, of his rights to prosecute a claim for the ultimate 
unpaid balance of his claim against the appropriate Government. 

Section 224.—Provides that the decisions of the Commission “shall be final and 
conelusive on all questions of law and fact and not subject to review by any 
other official of the United States or by any court by mandamus or otherwise.” 
(This provision of the act is identical to sec. 4 (b) of the International Claims 
Settlement Act of 1948. This provision does not refer to claims filed under the 
vesting provisions of the proposed bill. The Commission is also administering 
claims programs under identical provisions under section 11 of the War Claims 
Act of 1948. This provision is designed to preclude appeal from Commission 
decisions which could lead to endless litigation, and increased costs of adminis- 
tration.) 

Section 225.—An appropriation is authorized to enable the Commission and 
the Treasury Department to carry out their functions under this title. 

Section 226.—Provides for claims under this title to be settled within 4 years 
from the effective date of this title or following enactment of legislation pro- 
viding administrative expenses whichever date is later. It is specified that this 
does not limit the life of the Commission or its authority to act on other cate- 
gories of claims which may be created under the provisions of this legislation. 

Section 227.—Limits attornev’s fee to an amount not to exceed 10 percent 
of the amount of an award certified under the provisions of this title. Violation 
would be subject to criminal prosecution. Any agreement to the contrary would 
be void. 

Section 228.—Provides that certain provisions of title I are applicable if they 
are not inconsistent with the provisions of this title. Briefly the applicable pro- 
visions of title I are as follows: 

Section 4 (b): Directs Commission to give notice of the claims filing period, 
requires decisions to be based upon submitted evidence, contentions and results 
of investigations and for notice to the claimant of the reasons for each decision. 
Such decisions are to be a full and final settlement of such claims. 

Section 4 (c): The Commission may administer oaths, examine and subpena 
witnesses, and contract for reporting of inquiries or hearings. Witnesses would 
be paid the same fees and mileage as paid to witnesses in United States courts. 

Section 4 (d): Depositions may be taken either in the United States or in 
foreign countries. Fees shall be the same as paid for like services in United 
States courts. 

Section 4 (e): Forfeiture of rights under this title is added to established 
criminal penalties for filing false claims. 

Section 4 (h): Claimants shall be notified of the disposition of their claims. 
They shall be entitled to hearings before the Commission or one of its designees 
in all cases in which the claim is denied in whole or in part. 
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Section 4 (j): The provisions of the Administrative Procedures Act of 1946 
shall apply “except as otherwise specifically provided by this act (title). 

Section 7 (c): Provides payment of awards to be made to persons entitled 
thereto except in cases involving, for example, death, legal disability, termination 
of partnership or corporations, and assignments of awards, in which cases pay- 
ment shall be made to certain designated persons. In other words the legal 
representative of a deceased claimant or receiver or trustee of a corporation or 
other entity. 

Section 7 (d): Payment of an award to a person determined by the Secretary 
of the Treasury or the Comptroller General under section 7 (c) to be entitled 
to payment shall be an absolute bar to recovery with respect to such payment 
by any other person against the United States, its officers, agents, or employees. 

Section 7 (e): Persons applying for payment shall be held to have consented 
to all provisions of this act (title). 

Section 7 (f): The United States does not assume liability for the payment or 
satisfaction of any claim in whole or in part on behalf of any national of the 
United States against any foreign government. 


TITLE ITI—ITALIAN CLAIMS FUND 





Section 301.—Paragraph (1) : Contains necessary definitions of the terms ‘“‘per- 
son”, “United States” and “nationals of the United States’ which are given the 
same meaning as found in subsections (a), (b) and (c) of section 2 of Title I 
(International Claims Settlement Act of 1949) as follows: 

“Sec. 2. For the purposes of this Act— 

“(a) The term ‘person’ shall include an individual, partnership, corpo- 
ration, or the Government of the United States. 

“(b) The term ‘United States’ when used in a geographical sense shall 
include the United States, its Territories and insular possessions, and 
the Canal Zone. 

“(c) The term ‘nationals of the United States’ includes (1) persons 
who are citizens of the United States, and (2) persons who, though not 
citizens of the United States, owe permanent allegiance to the United 
States. It does not include aliens.” 

Paragraph (2) : Defines “Treaty of Peace” to mean the Treaty of Peace between 
the United States and Italy signed February 10, 1947, and effective September 
15, 1947. 

-*aragraph (3): Defines the term “Memorandum of Understanding” between 
Italy and the United States of August 14, 1947. This Memorandum of Under- 
standing is commonly referred to as the Lombardo Agreement by virtue of which 
the Government of Italy transferred to the United States the sum of $5,000,000 
for the payment of the type of claims authorized in the proposed bill, Title III. 

Paragraph (4): Defines the term “Commission” to mean the Foreign Claims 
Settlement Commission of the United States established pursuant to Reorganisa- 
tion Plan No. 1 of 1954. 

*aragraph (5): Defines “the war” to mean the war in which Italy was 
engaged between June 10, 1954 and September 15, 1947. 

Section 302.—Subsection (a) : Provides for the creation in the Treasury of the 
United States of a special fund to be known as the Italian Claims Fund. Author- 
izes the Secretary of the Treasury to cover into this fund the sum of $5,000,000 
paid to the United States by the Government of Italy pursuant to the Memo- 
randum of Understanding dated August 14, 1947 (Lombardo Agreement). 

Subsection (b): A deduction of 5 per centum from the Italian Claims Fund is 
provided as reimbursement to the United States for administrative expenses 
under this Title. 

Section 303.—The Commission would be authorized to receive and determine 
claims of United States nationals against Italy arising out of the war and with 
respect to which provision was not made in the Treaty of Peace with Italy. With 
respect to losses as to property located within the geographical limits of Italy, the 
Treaty of Peace with Italy contains provisions substantially the same as those in 
the three treaties with Bulgaria, Hungary and Rumania. Italy, however, has 
been and is still honoring its obligations under that treaty. As indicated, the 
treaty did not cover claims for compensation with respect to property located 
outside of Italy or with respect to claims for personal injuries, inhumane treat- 
ment of prisoners of war, etc. Under this section, the Commission would be 
authorized to determine all such non-treaty claims. 
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Typical of the types of claims which the proposed bill would authorize in title 
III would be those for the loss, damage or destruction of property in Greece or 
elsewhere attributable to Italian military action in World War II and including 
losses of American shipping on the high seas as a result of such action. 

Section 304.—Identical to section 218 above. 

Section 305.—Identical to section 219 above. 

Section 306.—Identical to section 220 above except as to section reference. 

Section 307.—Requires payment of claims under this title to be made exclu- 
sively from the Italian Claims Fund. Amounts credited to such fund are perma- 
nently appropriated for this purpose. 

Section 308 (Substantially identical with sec. 222).—Subsection (a): Author- 
izes the Secretary of the Treasury to make payments on account of awards certi- 
fied pursuant to section 302 (a) of this title, after deducting the 5 percent from 
the Italian Claims Fund for administrative expenses, as follows: 

-aragraph (1): Awards of $1,000 or less in principal amount would be paid 
in full. 

Paragraph (2): On awards of more than $1,000 a payment of $1,000 is author- 
ized. 

Paragraph (3): Additional payments are authorized to be made thereafter 
on a pro rata basis according to the proportions of the unpaid principal of all 
awards of more than $1,000 to the total amount remaining in the appropriate 
fund available at the time of making such payments. 

*aragraph (4): Interest, on such awards as bear interest, would be paid on a 
pro rata basis only after all principal amounts of awards have been paid. 

Subsection (b): The Secretary of the Treasury, in accordance with such 
regulations as he may prescribe, is directed to pay awards. 

Subsection (c) : When more than one award is made to the same claimant from 
the same fund, it is proposed that the aggregate of such awards shall constitute 
one award. 

Subsection (d): Authorizes consolidated awards to be made when there are 
successors in interest to the person to whom the claim originally accrued, which 
consolidated awards shall indicate their respective interests therein. 

Subsection (e): The Secretary of the Treasury may, when necessary or 
desirable, defer payment on account of any award upon creation of an adequate 
reserve therefor. 

Section 809.—Identical to section 224 above. 

Section 310.—Identical to section 225 above. 

Section 311.—Identical to section 226 above. 

Section 312.—Identical to section 227 above. 

Section 313.—Identical to section 228 above. 


TATLE IV—CLAIMS AGAINST THE SOVIET UNION 


Section 401—Paragraph (1): Contains necessary definitions of the terms 
“person,” “United States,” and “nationals of the United States” which are given 
the same meaning as found in subsections (a), (b), and (c) of section 2 of Title 
I (International Claims Settlement Act of 1949) as follows: 

“Sec. 2. For the purposes of this Act— 

“(a) The term ‘person’ shall include an individual, partnership, cor- 
poration. or the Government of the United States. 

“(b) The term ‘United States’ when used in a geographical sense 
shall include the United States, its Territories and insular possessions, 
and the Canal Zone. 

“(c) The term ‘nationals of the United States’ includes (1) persons 
who are citizens of the United States, and (2) persons, who, thouch not 
citizens of the United States, owe permanent allegiance to the United 
States. It does not include aliens.” 

Paragraph (2): Defines “Commission” to mean the Foreign Claims Settlement 
Commission of the United States established pursuant to Reorganization Plan 
No. 1 of 1954. 

Paragranh (3): Defines “Government of the Union of Soviet Socialist Repub- 
lies” broadly to include predecessor Soviet Governments and present or former 
constituent Republics or political subdivisions as constituted prior to November 
16. 1933 (date of the Litvinov Assignment). 

Paragraph (4): Defines “Litvinov Assignment” as including the November 16, 
1938 commnunication from Maxim Litvinov to President Franklin D. Roosevelt 
making assignment of certain assets to the United States, and the reply of the 
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President accepting such assets, and the assignments executed by Serge Ughet 
of August 25, 1933 and November 15, 1933 in favor of the United States. 

Paragraph (5): Defines “Russian national” as including corporations or busi- 
ness firms organized under Russian (including Imperial Russian) laws, decrees, 
ordinances or acts and subsequently nationalized or dissolved, whose assets 
were taken over by the Soviet Government, or any such organization which was 
merged with any other such organization. 

Section 402.—Subsection (a): Provides that funds collected pursuant to the 
Litvinov Assignment, including certain postal funds due prior to November 16, 
1933 to the Soviet Government, shall be covered into the Treasury. 

Subsection (b): Creates in the Treasury of the United States a fund to be 
known as the Soviet Claims Fund. Directs payment into such fund of amounts 
covered into the Treasury pursuant to section 42 (a). 

Subsection (c) : Provides for a deduction from such fund of 5 percent thereof 
for administrative expenses in connection with the administration of title IV 
of the proposed bill. Such amounts are to be covered into the Treasury as mis- 
cellaneous receipts. 

Scction 403.—Subsection (a): Authorizes the Commission to receive and to 
determine in accordance with applicable substantive law, including international 
law, Claims by nationals of the United States against Russian nationals evidenced 
by the entry prior to November 16, 1983 (date of the Litvinov Assignment) in 
any Federal or State court of the United States of a valid judgment in favor of a 
national of the United States, or the filing or levying, prior to such date, of a 
lien or warrant of attachment in favor of a national of the United States against 
the property or assets recovered or liquidated pursuant to such assignment. The 
amount of any award under this subsection would not exceed the proceeds of 
such assets as were subject to such lien. 

Subsection (b): This subsection authorizes the Commission to receive and 
determine the validity and amounts of certain claims by United States nationals 
against the Soviet Government arising prior to November 16, 1933. These claims 
would include those for the nationalization or other expropriation of property, 
the repudiation of Imperial Russian bonds, other contractual obligations and 
similar claims arising from the Russian revolution of 1917. 

Section 404.—Identical to sections 218 and 304 above. 

Section 405.—Identical to sections 219 and 305 above. 

Section 406.—Identical to sections 220 and 306 above except as to section refer- 
ences. 

Section 407.—Requires payment of claims under this title to be made exclu- 
sively from the Soviet Claims Fund. Amounts credited to such fund are perma- 
nently appropriated for this purpose. 

Section 408.—Subsection (a) : Authorizes the Secretary of the Treasury to make 
payments on account of awards certified pursuant to section 402 (b) of this title, 
after deducting the 5 percentum from the Soviet Claims Fund for administrative 
expenses, in the following order of priority : 

Paragraph (1): Awards made pursuant to section 403 (a) relating to claims 
by United States nationals against Russian nationals. 

Paragraph (2): Thereafter awards pursuant to section 403 (b) relating to 
claims against the Soviet Government in the following order of priority: 

(A) Payment in full of the principal amount of awards of $1,000 or less; 

(B) Payment in the amount of $1,000 on account of the principal of each 
award of more than $1,000 in amount; 

(C) After completing the above payments provision is made in this sub- 
paragraph for payments in ratable proportions on account of any unpaid 
principal of all awards in the principal amount of more than $1,000 based 
upon the ratio of unpaid principal to the total amount in the fund available 
for distribution; 

(D) Provides for prorated payments from the fund on account of accrued 
interest on such awards as bear interest. 

Subsection (b): Authorizes the Secretary of the Treasury to prescribe regu- 
lations governing payment of claims under this title. 

Subsection (c) :. Provides that the term “award” shall mean the aggregate of 
all awards certified in favor of the same claimant. 

Subsection (d): Authorizes issuance of consolidated awards indicating the 
respective interests of each claimant therein. 
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Subsection (e): Under this subsection the Secretary of the Treasury may, 
when necessary or desirable, defer payment on account of any award upon 
creation of an adequate reserve therefor. 

Section 409.—Identical to section 223 above. 

Section 410.—Provides that payments made pursuant to this title shall be with- 
out prejudice to the claims of the United States against the Soviet Government. 

Section 411.—Identical to sections 224 and 309 above. 

Section 412.—Identical to sections 225 and 310 above. 

Section 413.—Identical to sections 226 and 311 above. 

Section 414.—Identical to sections 227 and 312 above. 

Section 415.—Identical to sections 228 and 313 above. 
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